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Trying to Strike 
the Balance. 


ILL our part of the general in- 

jury done by the European 

War, which all the world must 

suffer in common, be greater or less 

than the special advantages which ac- 

crue to us as the only great industrial 

nation remaining neutral? Shall we 
gain or lose on balance? 

This is the question which must be 
intelligently answered before a sound 
opinion can be formea as to the future; 
and it must be admitted that the 
authorities, big and little, seem to be 
in very nearly as much confusion now 
as they were the day after the Stock 
Exchange closed. 

A small minority predict an era of 
great prosperity. Another small minor- 
ity see nothing ahead but gloom and 
depression. While a big majority either 
remain discreetly silent or fall back upon 
an expression which is now becoming 
hackneyed—that “conditions are un- 
precedented”—a safe but not especially 
helpful pronouncement. 

Here are some of those who express 
cheerful views. It will be seen that they 





are men not usually given to hasty or ill- 
considered opinions: 


Charles G. Dawes, president of the Central 
Trust Co., Chicago: Among the prosperity 
ingredients the war will give America are: 

1—An international Clearing House sys- 
tem which will obviate the necessity of 
draining a nation’s gold reserves in times 
of emergency. 

2—American international banking will 
find its first practical foundation in South 
America. 

3—Manufacturing concerns, started in 
supplying local demands because of inability 
to secure foreign products, will remain in 
business when war ceases, and may even 
invade foreign fields. 

Conditions imposed by the present in- 
clude: 1—Careful conservation of the world’s 
food supply, and, 2—Encouragement of the 
peaceful nations to produce increased food 
supplies to bridge the gap caused by the war. 





Daniel Guggenheim: We are in the pres- 
ence of the greatest opportunity in the his- 
tory of this country. For the first time the 
world’s marts lie at our feet uncontested. 
Our great European competitors are hope- 
lessly crippled for the time being, and it is 
up to us to reap the benefits. 


Theodore P. Shonts: To this country this 
universal calamity offers an opportunity of 
centuries; but, to start off, we are without 
a merchant marine to take advantage of this 
opportunity. When I was connected with 
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A HARD PLAY 
Will He Get It Out of the Depression with 
That Club? 


—New York Evening Sun. 





the Panama Canal Commission I could fore- 
see the opportunities offered to shipping by 
the opening of that new waterway, and 
since then I have been strongly in favor 
of ship subsidies in this country. 





J. S. Aisthorpe, president of the Illinois 
Bankers’ Association: In the matter of emer- 
gency currency I am a conservative. My 
motto is abundant money for legitimate 
business, but no money for speculation. 
Utilizing the privileges of the Aldrich- 
Vreeland law may be highly beneficial or 
deeply dangerous—according to how they 
are utilized. Above all things, I wish to 
emphasize that I am an optimist, and was 
never more so than now, when America 
has the opportunity which rarely comes to 
a nation. 





Hale Holden, rere; Chicago, Burling- 
ton & Quincy: I do not feel that there is 
any reason for alarm about the present or 
the future conditions. We have great crops 
to be moved, and these are beginning to be 
exported. I have a great deal of faith that 
within the near future business will get back 
to normal and we will begin to enjoy the 
boom long expected in business lines gen- 
erally. 
* * * 
James A. Patten Gives 
Us No Encouragement. 


QTHERS whose opinions are doubt- 
less entitled to equal weight are 
unable to see how America can benefit 
from the greatest of all world disasters: 
James A. Patten: It has been said that the 
war in Europe will benefit America. For 
the life of me I cannot see that, when the 
whole world is hard up. Our export trade 
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is very seriously diminishing. If the war 
lasts for any length of time we may see a 
period of distress throughout the world, 
equal or worse than that which existed dur- 
ing the Napoleonic wars. 





R. S. Lovett: Railroads in the West will 
enjoy good tonnage from the crops and 
their revenues are assured, but with the 
slowing down-in mercantile lines and the 
falling off in passenger traffic this gain from 
crop tonnage is being offset. I fear this will 
continue to be the case for some time. 





John Farson: At the present time it is 
absolutely impossible to even consider open- 
ing the Stock Exchange, and any one in 
touch with financial conditions both here 
and abroad at the present time can readily 
understand this situation. The way the 
Stock Exchange is handling the matter is 
helping the situation very much, and, if 
given time, this whole matter will clear up, 
especially when our shipments of goods 
abroad begin and go forward with a little 
more speed. The present situation is also 
going to force a large number of munici- 
palities from living beyond their means. 
New York City is the best example of this. 
The present situation will create a demand 
for the better class of investments, espe- 
cially municipal bonds. 





Charles A. Conant: The issues of new 
securities annually, as estimated by the 
Belgian financial publication Le Moniteur 
des Interets Materiels, have averaged over 
a period of recent years about $4,000,000,000 
per year. This amount is considerably 
greater than the estimate of such savings in 
earlier periods, when the modern machinery 
of production and exchange had not attained 
its present development. For the ten years 
ended with 1893 the annual average was 
estimated at about $1,250,000,000, and for 
the ten years ended with 1903, $2,596,000,000. 
That the average for the ten years ended 
with 1913 has risen above $4,000,000,000 is 
a striking tribute to the economic progress 
which the world has been making during a 
period of comparative peace. — 

It is possible that nearly the whole of this 
fund for the current year will be diverted 
from improving the productive plant of the 
world to the expenses of the present war. 
How much more saved capital can be thus 
diverted can only be guessed at. If the 
figures above suggested, $18,000,000,000 per 
year, are required for the expenses of the 
war, then private savings to the amount of 
another $4,000,000,000, which does not take 
the form of listed securities, would be taken 
up, and there would be still a deficiency of 
$10,000,000,000. ; 

This means, in the first place, that during 
the war it will be extremely difficult to raise 
capital for any other purpose than to ab- 
sorb the great masses of government obliga- 
tions which will be thrown upon the secur- 
ity market and forced into the assets of the 




















banks. It means further that this condition 
will not end with a year of war, but will 
continue to absorb the bulk of the world’s 
savings for several years after the war is 
over. 

So far as possible, the governments now 
at war will undoubtedly undertake to im- 
pose the burden of its heavy costs upon 
posterity by the issue of long-term govern- 
ment obligations. In so doing they will 
serve the interests of investors, who will 
buy securities while they are cheap, under 
the stress of war, while labor for many 
years to come will bear the burden of in- 
creased rentals and prices for food and 
clothing which will result from the grinding 
taxation necessary to pay the interest on 
the war loans. 


* * * 


How the Big Bankers 
View the Situation. 


HE most interesting analysis of the 
situation that we have seen is 
that of the City Bank of New York. 
The September circular of that insti- 
tution reviews very carefully the con- 
ditions that confront America in dealing 
with the crisis. The bank is, as every 
one knows, doing its part by the estab- 
lishment of branches in South America 
to aid in developing our export trade to 
that region: 


City Bank, New York: Over and beyond 
the obvious losses or gains of this trade or 
that, the economist sees the terrible waste 
of capital and lasting injuries inflicted upon 
some of the leading nations of the world. 
He knows that such losses must necessarily 
fall upon all nations, directly or indirectly. 
The investment fund of the world is a com- 
mon fund; its growth means that mankind 
will be equipped with more effective means 
of production and distribution, and that the 
common supply of necessaries and comforts 
will steadily increase, while losses from that 
fund mean that this progress will be re- 
tarded. With savings diminished and enor- 
mous government loans competing for 
money, capital will cost more in every mar- 
ket and for every use. 

These warring countries have supplied 
regularly, perhaps $1,500,000,000 per annum, 
of new capital for other countries. Now 
that they are engaged in this great struggle, 
where are these funds coming from next 
year and in the following years? If they 
are not forthcoming trade will not be very 
good in Canada, South America and other 
new countries for anybody. A good part 
of our own foreign trade in recent years 
has been due to this constructive work 
financed in Europe. Our exports to Canada 
have gtown rapidly in consequence. 

e will now have opportunity to take 
construction contracts provided we will 
finance the undertakings. In short, if these 
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new countries are to go ahead in their de- 
velopment, and build works and buy equip- 
ment and employ labor as they have been 
doing, somebody must supply capital. 

In England there is a large investing pub- 
lic, accustomed to buy securities represent- 
ing properties all over the world. As yet 
we have no such body of investors in this 
country, and our banking houses cannot go 
far in the purchase of foreign securities 
unless there is a market to which such 
securities can be distributed. The conditions 
for creating such a market are unfavorable 
just now because our choice home securities 
can be bought very low. It is to be remem- 
bered that there remains in Europe a large 








THE REAL DOVE OF PEACE 
—Judge. 





stock of these which the owners, either to 
relieve their necessities or from patriotic 
desire to support their home governments, 
may want to sell as opportunity is afforded. 
So the question whether we are willing to 
step into the place of England, France and 
Germany in financing the progress of the 
outside world, is complicated by a further 
query as to the extent to which we are able 
to do this and buy back our own securities 
too. 

It is to be considered also that this coun- 
try has had constant recourse to foreign 
money markets to finance its own con- 
structive work. If we are to go ahead with 
our own development at a rate necessary to 
keep our industries busy and labor em- 
ployed, a large amount of capital will have 
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to be raised in this market by our railroads, 
municipalities and other corporations. Al- 
ready numerous instances are reported of 
the suspension of undertakings to which 
foreign capital was pledged. 

Enough has been said to suggest some of 
the limitations upon our ability to go out 
and pick up the trade that the bpm ry 8 na- 
tions have had. It remains to be said, how- 
ever, that we are clearly under compulsion 
to make the most of the present opportunit 
to enlarge our trade in the markets whic 
Europe is temporarily obliged to surrender. 
We need to make good our losses else- 
where, and there is an opportunity to obtain 
a permanent foothold in fields that offer 
great possibilities for the future. Even 
though the development of these countries 
be checked temporarily by failure to ob- 
tain capital for large constructive works, 
the current needs of their people must be 
supplied, and these will be paid for by their 
current exports. 


Continental and Commercial National 
Bank, Chicago: The sudden transfer of so 
large an element of Europe’s population 
from productive industries to pursuits of 


war, necessarily must curtail the creation 
of new wealth almost immeasurably. At 
the same time these millions of men and 
their dependents must be clothed and fed, 
thus decreasing the productive capacity of 


the world without decreasing the consuming 
power to any considerable extent. Add to 
this the wanton destruction of ‘oly sg and 
wealth and it is evident to the lay mind 
that the shortage of capital which has ham- 
pered the commerce and industry of all na- 
tions for several years necessarily must in- 
crease in a way that will check the world’s 
progress and expansion for a period at least. 
It is reasonable to suppose, however, that 
there will be less interference with develop- 
ments in countries remote from the seat 
of war than in Europe. Our own country 
will continue to produce, probably at a 
moderately increased volume. At the mo- 
ment the productive capacity here is con- 
siderably in excess of actual production, due 
to the slowing down process which has been 
forced upon commercial and industrial ac- 
tivities through the curtailment of available 
capital supplies in the last few years, but 
business generally has been pretty thor- 
oughly liquidated and is in a fairly sound 
osition, according to the opinions of lead- 
ing business men as reflected in their replies 
to our inquiries, to take advantage of the 
unfortunate conditions in Europe. 


National City Bank, Chicago: It is impos- 
sible to foretell the duration of present con- 
ditions in the security markets. At the 
moment, trading is limited to the immediate 
pressing requirements of the seller. Un- 
der these conditions buyers will naturally be 
cautious and will turn to bonds and other 
high grade securities. As time goes on, 
however, and as the first excitement of the 
war passes, individuals having idle funds 
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for investment will undoubtedly come to the 
realization that many of our high-grade 
securities are intrinsically as sound as they 
ever were and will welcome the opportunity 
to acquire them on favorable terms. 

In this connection, it is important for 
American investors to keep clearly in mind 
the fact that the intrinsic worth of Ameri- 
can securities is not impaired and that the 
earning capacity behind them will not be 
seriously lessened in most cases. Present 
market conditions are obviously brought 
about solely by the volume of American 
securities held in Europe and the fear of 
further liquidation from that source is the 
one influence to prevent trading in normal 
volume on this side of the Atlantic. 


People’s National Bank of Pittsburgh: 
Whether the war be long or short, Europe 
will be temporarily short of the commodities 
she usually sends us in exchange for the com- 
modities we send her. The one thing Europe 
does possess, however, which she may exchange 
for our commodities, is American securities. 
The ability of the United States to absorb 
a considerable amount of foreign-held se- 
curities is strengthened by the present 
situation; but it is not equal to the task of 
taking them at the rate they were dumped 
upon our market on the eve of hostilities. 


American National Bank of San Fran- 
cisco: When the difficulties have been re- 
moved from sea transportation, foreign ex- 
change and war insurance, the whole coun- 
try ought to feel the stimulus of a brisk 
trade with the warring countries, which need 
the things we have to sell, and with other 
countries which can no longer buy from 
their accustomed European sources. In the 
end, however, all trade, all commerce, and 
all manufactures, the world over, will suffer 
from the tremendous waste of capital and 
human energy now being turned into chan- 
nels of destruction. 

* * * 


The Bugbear of 
European Liquidation. 


FP UROPE'S holdings of American 
securities are estimated at about 
$6,500,000,000, of which probably 
$5,000,000,000 are in England. How 
many of these securities will now be 
sold back to us? That is a many-sided 
question. The amount of Steel com- 
mon sold back to us so far has been 
small, says the Wall Street Journal: 


The United States Steel Corporation is 
the largest corporation in the world, and 
more of its securities are held in Europe 
than any other corporation. Stories have 
been current for a year past to the effect 
that as a result of the poor showing since 
the latter part of 1913, deficits being reported 
in the first and second quarters of 1914, 
large consignments of European liquidated 
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Uncle Sam: “Run Along, Teddy, I’m Busy 


Now.” 
—New York World. 





stock had been shipped to this country. 
Before the close of the Stock Exchange, 
when Europe was supposed to be dumping 
vast quantities of American stocks on this 
market reports were current that the Steel 
shares were being heavily sold from abroad. 

On the contrary, the liquidation of Euro- 
pean holdings of Steel appears to have been 
small. ‘ 

Steel shares held by all foreign countries, 
with the loss in shares held between June 
30 and Aug. 31, 1914, follow: 

Foreign Holdings. 
Aug., June, 
1914 


1914 
Common ..1,235,927 1,274,247 38,320 3.00 
310,108 


Preferred 312,832 2,724 0.87 


Totals ...1,546,035 1,587,679 41,044 2.60 


While it is true that there will be a 
heavy absorption of current foreign 
funds in war taxes and war securities, 
on the other hand the paralysis of busi- 
ness abroad will release funds previously 
employed. Call money in London is 
already reported as almost unlendable 
at 2 to 2% per cent. The money thus 
released will not lie idle very long. 
Where will it find safer or more profit- 
able employment than in American 
securities? The Herald, commenting on 
dispatches from London reporting a con- 
siderable inquiry there for American 
stocks, draws this conclusion: 

While all the great countries of the Old 


World are being wasted by the most de- 
structive war ever waged this country is at 


De- 


Dec. 
crease % 
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peace and is blessed with the most abundant 
harvests ever reaped. 

Closely inter-related as the nations are to- 
day, we are adversely affected for a time 
by the derangement of trade. The outcome 
will be a stimulus to domestic manufac- 
tures and a great extension of our foreign 
markets. 

The United States affords today the safest 
and most profitable field for investment, 
and when foreign capitalists obtain free 
command of their funds there should be a 
world-wide demand for good American 
securities. 

The partial reopening of our bond mar- 
ket and the payment of the New York 
City notes held abroad, involving further 
exports of gold from this country, will 
without question have the effect of call- 
ing the attention of foreign investors to 
the solidity of American financial condi- 
tions at a time when almost all the rest 
of the world is shaky. As the Boston 
Commercial puts it: 

The war will destroy and absorb such 
huge amounts of capital that the people of 
the whole world will suffer to some extent; 
but in the United States, with our immense 
resources, our big crops and established 
manufacturing capacity, the increased de- 
mand and better prices for our products 
unquestionably will enable us to reap bene- 
fits which will greatly overbalance in the 
end all the inconveniences, losses and suf- 
fering that we shall endure. 

It is the almost unanimous opinion of the 
best students of economics and business 
that this war will so demoralize and disinte- 
grate the industries of Europe as to make 
the United States three or four times the 
greatest industrial and commercial center in 
the world. If these students are correct, 
this country is on the threshold of the 
greatest period of prosperity it has ever 
experienced and one which will make many 
of its corporation securities worth more 
than they have ever sold for in the past. 

It is now quite probable that the ex- 
changes may have to remain closed for some 
weeks longer. Their opening may possibly 
be followed by a temporary wave of fur- 
ther ‘liquidation. Conditions should soon be 
ripe, however, for the inauguration of one 
of the biggest bull markets of modern times. 

* * * 


War-Proof 
Investments. 


N the meantime, there are some stocks 
that will benefit from the war by the 
removal of direct foreign competition, 
and there are other securities whose 
earnings are so stable and dependent 
upon conditions so far removed from 
war influences that there is no logical 
reason why their prices should be 
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affected. A leading investment house 
has made up a list of this character: 


The situation holds out a good deal of 
hope. In another month foreign exchange 
should become nearly normal; money will 
be more easy; in fact, with such an increase 
in circulation, money rates should before 
long fall to a really low figure. The effect 
of this, of the resumption of industrial ac- 
tivity, of renewal of bond dealings, should 
make itself felt in the attitude of investors 
toward securities. 

With international financial relations 
again normal, as they should be toward the 
close of the year, all signs point to steadily 
rising prices; to a great awakening of manu- 
facture in nearly all lines; to increased rail- 
road earnings; in short, to general expan- 
sion and inflation. 

After the close of the war, when Europe 
again supplies her own needs, we shall face 
over-production and another readjustment 
and commercial depression, but that is a 
long way ahead and we need not cross that 
bridge as yet. 

We submit the following list of securities, 
which appeal to us as particularly good in- 
vestments at this time: 

: ’ Price % 
Convertible Bonds. July 30 Yield 
Amer. Agri. Chem. 5s, 1928.. 99 
American Tel. & Tel. 4%s, 1933 941% 
Atchison Railroad 4s, 1960.. 90% 


1 

4.7 

4.4 
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Norfolk & Western 4%s, 1938.. 100% 4.4 

Pond Creel: Ge, 1923... .scccece 99 6.1 

Ray Con. Copper 6s, 1921...... 104 5.8 

Southern Pacific 5s, 1934....... 96 5.2 

Union Pacific 4s, 1927......... 86 4.7 

Price Div. % 

Stocks. July 30 Rate Yield 

American Beet Sugar pfd. *75 $6 8.0 

American Sugar pfd..... +112 

American Sugar ........ 108 

Amer. Telephone & Tele. 114 


Brooklyn Rapid Transit... 79% 
Butte & Superior........ +29 
Commonwealth Edison .. 
Con. Gas of New York... 
Edison Electric of Boston 
Massachusetts Gas pfd.. 89 
People’s Gas (Chicago) .. 
Twin City Rapid Transit 94% 
Western Union Telegraph 54 
*Asked price July 30. 

+Approximate present market price. 


De Medici, in the U. S. Investor, in 
addition to most of the stocks above 
mentioned, recommends also the follow- 
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ing: Price Div. % 
July 30 Rate Yield 
Amer. Car & Fdy. pfd... 112 7 6.3 
Watsemel Based ...cccces 120 7 5.8 
National Biscuit pfd..... 125 7 5.6 
New England Tel & Tel. 130 $7 5.4 
yy!) hee 154 8 5.2 
Sears, Roebuck pfd...... 122 7 5.6 








Business Prospects Under New Conditions 








“No Excuse for 
Pessimism”—P ope. 


OME of our business leaders are al- 
most impatient with the American 
people because of the hesitation and 

uncertainty that is apparent since the war 
began. To these far-seeing and ex- 
perienced managers the suspension of 
trade in Europe presents itself as afford- 
ing a wonderful opportunity for America, 
and they are anxious to see American 
business men reach out and grasp it 
promptly. Thus Col. George Pope, 

resident of the National Association of 

fanufacturers, says in the Times: 

We are confronted with the certainty of a 
tremendously enlarged and highly profitable 


European trade, Asiatic trade is beckoning 
to us, there is every logical reason why we 





should assume control of South American 
trade. In the meantime, at home we have 
a year of bumper crops, we are the one 
great nation of the world not involved in 
the great war. 

For us to be pessimistic, for us to be ner- 
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—Chicago News. 














vous and fearful of the future makes the 
nation seem to me lik- a man bursting into 
tears because he sees .o much highly in- 
teresting and profitable vork ahead of him. 

The war itself will stimulate the exporta- 
tion of our foodstuffs, for war came at the 
very moment when it must most seriously 
interrupt the European harvests, including 
Russia’s great grain harvest. 

And if it has taken the laborers from the 
European harvest fields, it also has taken 
the workers from the European mills. 

There will be a vast deficit of those things 
necessary to human life and comfort in all 
parts of the world save in these United 
States, and it will be our duty and very 
much to our profit to supply this need. 

* * * 


Prof. Fisher Sees a 

Boom in the Offing. 
RVING FISHER, the well-known 
economist, does not believe that the 
more or less artificial activity stimulated 
by the war will end immediately as soon 
as the war is over. His idea is that the 
world will necessarily be very busy for a 
time after the war in replacing what has 
been destroyed, even though this will 
have to be done for the most part on bor- 
rowed money. His analysis of the situa- 

tion is in part as follows: 


Since the necessities of Europe have 
forced her to buy our food in return for her 
investments, it is evident that during the 
war food prices will be high and security 
prices, especially bonds, will be low. These 
are the two facts of greatest economic 
significance to us. To the country as a 
whole they defer some of our pleasures till 
after the war. Uncle Sam will cut down 
for the present on his eating and drinking, 
his clothes, shelter and amusements in or- 
der to share his rations with Europe. In- 
stead of the pleasures foregone he will in- 
vest—not in new enterprises at home, but 
in old ones—American and possibly Euro- 
pean also—purchased of Europe. We can 
never have our cake and eat it, too. In this 
case we shall let Europe eat some of it on 
condition that she in turn shares hers with 
us after the war. 

Important dislocations will be felt in the 
fields of shipping and banking. One con- 
sequence is that American enterprise has 
now the golden opportunity to capture a 
good share of each. The outbreak of the 
war and the simultaneous opening of the 
Panama Canal will tend to divert the course 
of trade from Europe to South America. 
Probably our merchant marine can be de- 
veloped more successfully for this South 
American trade than it could for the Euro- 
pean trade. New York can largely take the 
place of London as the world’s exchange 
center for Pan-American trade. This op- 


portunity is increased by the possibilities in 
the new banking act for the establishment 
of branch banks abroad. 
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THROW OUT THE LINE, UNCLE! 


—Baltimore American. 





With these opportunities and the rise of 
interest in Europe, the United States will 
change to a great degree from a debtor to a 
creditor nation. 

We are too nearly self-supporting to be 
prostrated. Our foreign trade is and always 
has been a trifling matter compared with our 
internal commerce. . ; 

After the war is over prices will prob- 
ably not retreat, but will move upward even 
faster than before. There may then come 
the familiar “boom” period, which may cul- 
minate in a commercial crisis in a few years 
after the close of the war, as was true after 
the Crimean war, the American civil war, 
and the Franco-Prussian war. The rebound 
will probably be fastest in England. Statis- 
tical price curves of many nations usually 
show an upward turn when war begins and 
another when it ends. The war will thus 
aggravate a rise of prices already in 
prospect. 

* + 
Our Loss and 

Profit from the War. 
OSEPH FRENCH JOHNSON, dean 
of the New York University, school 
of commerce and accounts, believes that 
American agriculture and the industries 
which depend largely on agriculture will 
be benefited as the result of the European 
war, but is of the opinion that many other 
industries will suffer. He gives the fol- 
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lowing summary of the principal items in 
the profit and loss account of the Ameri- 
can people : 
LOSS. 

1—Tendency to drain gold from this 
country, which must be offset by accumu- 
lating reserves, restricting credits and avoid- 
ing inflation of currency. 

losure of European market to Ameri- 

can securities and saie at low prices in this 
country, resulting in checking all permanent 
financing and stopping new projects and 
construction that has not been financed; 
robable permanent diversion from the 

nited States and Canada of large amounts 
of European capital which would otherwise 
have come to us. 

3—Cutting off certain raw materials 
(chiefly chemical) which are essential in 
some Tues of manufacture; great reduction 
in European demand for raw materials, 
partly manufactured and manufactured 
goods, resulting in partial readjustments 
and in losses. 
4—Increase in the cost of living. 


PROFIT. 


1—Opportunity to increase the prestige 
and banking connections of America in in- 
ternational financing. 

2—Opportunity to enter South American 
and Oriental markets and secure a larger 
share of this trade. 

3—Sale of foodstuffs and military sup- 
plies at high prices in European markets, 
resulting in prosperity for producers of 
these goods and for industries which cater 
to these producers. 

The general expectation is that the war 
will be short, but there is no clear cut line 
of reasoning that leads to that conclusion. 
Assuming that the German Empire is well 
stocked with provisions and is able to raise 
its own food supplies for next year behind 
protected frontiers, and assuming that Eng- 
land and France are able to command the 
seas and bring in foodstuffs from abroad, 
the war may be indefinitely prolonged. 

* * * 


Copper Production 

Reduced One-half. 
FROM a normal monthly output of 
120,000,000 pounds of copper in the 
United States, Canada and Mexico, 
operations have now been reduced to per- 
haps 65,000,000 pounds. Europe is the 
principal consumer of our copper and her 
demand has now fallen off sharply, so 
that our exports are less than half the 
usual amount. Domestic consumption is 
also much lessened. Most of the big 
mines are on a fifty per cent. basis, some 
twenty-five, and one, Calumet & Hecla, 

is down to twenty per cent. of normal. 

Since copper is so largely a material 
for new construction, its consumption 
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will presumably remain below normal 
for some time to come. °The steel situa- 
tion is more hopeful. Operations at the 
mills have been reduced and at the 
moment the domestic demand is light, 
but prices are firm and there is some ex- 
port inquiry. Chicago reports a million 
dollar order for machinery from Eng- 
land, Detroit a hundred motor trucks, and 
so on. Steel men expect higher prices 
before the end of this year. About 30,000 
tons of rails have already been sold to 
South America and Africa. Automobile 
manufacturers are cheerful : : 

James L. O’Neill, credit manager of the 
Carnegie Steel Co., Pittsburgh: We are not 
discouraged and believe that the present un- 
certainty and hesitancy is but preparing our 
business world for a period of exceptional 
prosperity. 





J. H. Gilbert, president of the Lozier Mo- 
tor Co.: I am confident that the sales of high 
grade cars from August 1 to the first day 
of January, 1915, will be helped rather than 
hindered by the war in Europe. In my be- 
lief there is no occasion for uneasiness in 
the automobile business and particularly in 
the field of higher-priced cars. On the con- 
trary, the outlook is very encouraging. 





John N. Willys, of Toledo, president of 
the Willys-Overland Company: Notwith- 
standing the temporary destruction of some 
of the European markets our actual ship- 
ments for cash in July and August increased 
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87 per cent. over the same months last year. 


There is nothing to stop this country’s 
quick advance to the foremost place in the 
world’s industries unless it be the psycho- 
logical element, the tendency in some quar- 
ters to halt just because Europe has halted. 
All nations are looking for us to assume 
the aggressive in trade. They will look to 
us more and more to supply their demands 
for most of the necessities and conyeniences 
of life. 

* * * 


A Wheat Famine 
Not Impossible. 


"THE world, and especially Europe, 

suffered from a short crop of wheat 
this year, and unless the war is ended 
much sooner than there seems any rea- 
son to expect, next year’s crop will be 
still smaller. It was the realization of 
this important fact that sent wheat kiting 
to above $1.30 at Chicago, in the face of 
our big crop at home. It is to be borne 
in mind that most of Europe’s crop is 
winter wheat and must be sown this fall: 


Broomhall’s Review, the leading English 
trade authority, points out that if the war 
lasts only twelve weeks longer it will so 
interfere with agriculture in Europe that 
next season’s crops will be seriously cur- 
tailed. Such a development, it is predicted, 
can only spell famine in Europe in 1915 and 
prices for wheat in consequence that will 
make present quotations seem moderate 
and even low in comparison. 


The London Chronicle quotes Lord 
Milner to the same effect: 


Lord Milner points out that although the 
present harvest is abundant, an immense de- 
crease in production in 1915 must result 
from the fact that all the able-bodied males 
of France, Germany, Austria and Russia 
are now engaged in fighting. 

Of the 650,000,000 quarters of wheat and 
rye annually produced throughout the world 
350,000,000 come from these countries, and 
the other producing countries cannot pos- 
sibly make up the deficiency. 
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Lord Milner predicts that in the latter 
half of next year, if not before, all the na- 
tions which live on wheat and rye will be 
competing fiercely for a share in the di- 
minished supply. 

This year’s wheat crop of the principal 
wheat producing countries was about 
400,000,000 bushels, or over 10 per cent., 
less than last year’s, in spite of an in- 
crease of something like 125,000,000 
bushels in the United States. 

* * * 
Cotton Must Be 
Carried Over. 
NDER normal conditions our ex- 
ports of cotton out of the crop now 
maturing would be about 7,000,000 bales. 
It is expected that exports will be nearly 
cut in half as a result of the war. Prob- 
ably we shall make more manufacturing 
use of cotton at home than heretofore, 
but even at that some 2,000,000 or 
2,500,000 bales will doubtless have to be 
carried over. There is a movement on 
foot to get the public to help carry it by 
buying one bale each, an effort to com- 
bine patriotism and speculation which 
may or may not become important. 

On the other hand, as J. J. Arnold, 
Manager Foreign Exchange Department 
of the Chicago Association of Commerce, 
said in a recent address: 

There will be a demand for cotton goods 
in the United States, Canada, and the Orient, 
which cannot be supplied by Europe this year. 
I am of the opinion that as a result of this 
present condition, the spindles of the United 
States wil] be working day and night, giving 
labor to many of our people who otherwise 
would be idle. I believe, too, that this may 
become permanent. Trade in the countries 
where the European nations have been supreme 
is knocking at our door. 

We do not need to go after it. 
after us. 


It is coming 








The Great Gold Problem 








New York City 
to the Rescue. 


HATEVER erelief may come 

with the formation of the new 

Federal Reserve banks, it has 

again been demonstrated that under our 


present banking organization the actual 
and practical solution of the country’s 
financial problems has to be worked out 
by the banks and trust companies of New 
York. At the beginning of September 
the city had nearly $80,000,000 of obliga- 
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tions coming due abroad, mostly in Lon- 
don, before January 1, next. This, at a 
time when bank reserves here already 
showed a deficit and with exchange close 
to $5, presented a most serious problem, 
which was solved by the New York banks 
without Federal aid. The effect on the 
foreign exchange situation will be of 
great help to the entire country; but to 
accomplish that result it was necessary 
for New York City to pay six per cent. 
for its money and for the New York 
banking institutions to release gold when 
their reserves were already below the 
legal requirements. The plan was as 
follows : 

The plan contemplates that each bank and 
trust company in the city shall take its pro 
rata share of this $100,000,000 of new obli- 
gations. 

Inasmuch as four-fifths of the entire amount 
has to be paid out abroad, the arrangement 
with the banks and trust companies provides 
that each shall stand prepared to supply 80 
per cent. of its subscription to the new city 
issue in the shape of ex , or in gold. 
The bankers agree to sell the city the entire 
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amount of the exchange needed at a stipulated 
price, but it is provided that should the ex- 
change be obtained at a less rate than that 
named in the arrangement with the city the 
profit of the participants in the transaction 
are to be limited to 2 per cent. If more profit 
than that is realized the entire amount of 
the excess over 2 per cent. will be paid back 
to the city. If the exchange market is 
benefited to the extent that some bankers be- 
lieve that it will be by this transaction it may 
be that the city will realize a profit out of 
this purchase of exchange. Morgan & Co., 
and Kuhn, Loeb & Co., except to the extent 
to which they may participate in the syndicate, 
are to receive no compensation for their 
services. 

* * * 

A $150,000,000 Gold 

Pool Is Suggested. 


HE “Forgan Plan,” on the other 

hand, contemplates the spreading 

of the demand for gold over the other 

cities of the country as well as New York. 

As suggested by James B. Forgan and 

four other leading bankers to the Treas- 
ury Department, it is: 

That the banks of this country, especially 
those located in reserve and central reserve 
cities, be requested to contribute to a gold 
fund of $150,000,000, of which $25,000,000 is 
to be immediately paid into the depository 
of the Bank of England in Canada, for which 
a participation deposit receipt will be furnished 
to each contributing bank. The remainder of 
the contributed amounts to be subject to call 
by the New York committee through the local 
committees of the respective cities and to be 
paid for in New York exchange. 

This committee recommends that the Federal 
Reserve Board take steps to ascertain the 
amount of gold that will be contributed by 
the banks in the respective cities, and that it 
use its influence to have the said banks con- 
tribute their proper pro rata. 

This arrangement would, of course, 
require the assent of the Bank of Eng- 
land to make it effective. However, the 
latest news at this writing is that the 
Federal Reserve Board has postponed 
further discussion of this plan in the hope 
that it may be unnecessary, or at least 
that the amount of gold may be re- 
duced, now that New York banks have 
arranged to handle the city’s foreign 
indebtedness as above described. 

In the meantime, some of the smaller 
banks are reported to be trigging the 
wheels by hoarding gold. The Journal 
of Commerce says: 

The hoarding of money by banks, both in 
and out of New York, is understood to be 


regarded as something of a problem, and it is 
reported that among country banks enormous 
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reserves, ranging from 30 to 50 per cent. are 
now not uncommon. Within the past week 
or two some of the larger banks in this city 
have noticed that very heavy withdrawals were 
being made by count banks which had 
balances with them. The same phenomenon 
has been observed in Chicago. At the same 


time the presentation of national bank notes 
for redemption in lawful money has become 
a marked feature of the situation in some parts 
of the country. P 


* * 


The World’s 
Gold Output. 


ANY have held that the decreasing 
rate of gold production during 
the last few years probably marks a turn 
of the tide, and some are even predicting 
that our next trouble will be a scarcity 
of gold in comparison with growing re- 
quirements. The cost of getting gold out 
of the Rand mines is increasing. Also the 
rise in the general plane of commodity 
prices makes gold mining less profit- 
able—the gold will buy less of other 
things after it is mined. 

Byron W. Holt, however, holds a dif- 
ferent view. In a recent address at 
Chautauqua, he said: 

Notwithstanding that the yearly output of 
gold has not increased much during the last 
four years, and that it actually decreased last 
year, it is highly probable that the output will 
be much greater five, ten or twenty years hence 
than it is at present. By 1925 the output may 
reach $1,000,000,000 a year. ; 

Gold production is no longer mainly, or 
evenly largely, a placer mining proposition. 
It is today a business and commercial proposi- 
tion almost as much as is the mining of coal 
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or iron ore or the production of corn or 
cotton. Because of improved and still rapidly 
improving metallurgical processes of extract- 
ing gold, making it orottable to work lower 
and lower grades of ores, and the practically 
inexhaustible supplies of such ores available, 
the output depends mainly upon the number 
and size of the mills employed in extracting 
gold. In the South African mines, where 
one-third of the output is now produced, the 
average profit on every dollar of gold pro- 
duced was 43 cents, in 1909, and 34 cents, in 
1913. Where such abnormally high profits 
prevail we may expect to see the output of 
gold increase rapidly. Labor troubles in the 
Rand mines have been responsible for the de- 
crease of about 10 per cent. in these mines dur- 
ing the past year. 

From the fact that prices declined from 
1870 to 1895, during which time the world’s 
monetary gold increased over 40 per cent., and 
from the further fact that prices advanced 
about 40 per cent. from 1895 to 1910, while the 
gold supply increased over 80 per cent., we 
may safely infer that “other things” have not 
always remained the same. 

Both because of business expansion and of 
the general use of gold throughout the world, 
the quantity of goods for which gold is ex- 
changed is increasing at an average rate of 
about 2% per cent. a year. This being true, 
the world’s stock of gold would have to in- 
crease 2% per cent. a year to keep prices 
stable. As the average increase from 1870 to 
1895 was only about 1% per cent. it is not sur- 
prising that prices declined 32 per cent. dur- 
ing this period. As the increase in the 
world’s gold supply has averaged about 4% 
per cent., since 1895, it is not surprising that 
oo have advanced about 40 per cent. since 
then. 

It may be noted that the gold supply and 
prices do not always increase simultaneously. 
Apparently, the price advances follow several 
years after the gold increases. 








The Government's Relief Measures 








War Risk 
Insurance. 


i excites hardly any comment now 
that the Government should go into 
the insurance business, so widely 
have Government activities extended 
their scope in the last few years. In fact 
the field of insurance is one where the 
Government has special advantages, since 
it has practically unlimited capital and 
there can never be any question as to its 


solvency. European governments are 
far ahead of us in this direction. 

The war risk insurance act is thus sum- 
marized by Bradstreet’s: 


The new law establishes in the Treasury 
Department a bureau of war risk insurance, 
the director and employees of which are to 
be appointed by the secretary. The bureau is 
charged with the duty of making provision 
for the insurance by the United States of 
American vessels, their freight and passage 
moneys and cargoes shipped or to be shipped 
therein, against loss or damage by the risks 
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THE VENTRILOQUIST 
“Now, Boys, Tell the Business Men of the 
Country What You Intend to Do to Bring 


Back Prosperity.” 
—Leslie’s Weekly. 





of war whenever it shall appear to the Secre- 
tary that American vessels or shippers or im- 
porters in such vessels are unable to secure 
adequate war risk insurance on reasonable 
terms. With the approval of the Secretary 
the bureau is authorized to adopt and publish 
a form of war risk policy and to fix reasonable 
rates of premium for the insurance of Ameri- 
can vessels, their freight and passage moneys 
and cargoes against war risks. 

The President is authorized to suspend the 
operation of the act, in so far as it authorizes 
insurance by the United States against loss or 
damage by risk of war, whenever in his judg- 
ment the necessity for further war insurance 
by the government shall have ceased. Such 
suspension will be made in any event in two 
years from the passage of the act, but will not 

any insurance outstanding at the time 
or any claims pending adjustment, and for the 
final adjustment of any such outstanding in- 
surance or claims, the bureau may at the dis- 
cretion of the President be continued in ex- 
istence for a further period not to exceed one 


year. 
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Asset Currency 
Based on Cotton. 


GECRETARY McADOO has come 

to the rescue of the cotton situation 
with the offer to issue currency to the 
banks on warehouse receipts for cotton 
or tobacco at 75 per cent. of face value. 
This will be done through the currency 
associations already formed or to be 
formed by the national banks in the 
various sections. The plan will enable 
the banks to help carry our surplus cot- 
ton until fair prices can be obtained for 
it. 

As a war measure, this is entirely 
justifiable. It cannot be denied, how- 
ever, that there dangers inherent in the 
continued increase of asset currency. A 
firm hand at the throttle is needed to 
prevent the possibility of inflation. That 
the secretary is awake to these dangers 
is shown by his.statement to the Cotton 
Conference: 


I am not old enough to know what happened 
prior to the civil war, but I do know this from 
history—and we cannot ignore history—that 
before the national bank act was passed, every 
man to whom a circulating note was offered 
in payment for anything had to get the secret 
service, or a detective agency, or a commer- 
cial agency, or something of that sort in mo- 
tion, to trace up that issue and ascertain 
whether or not it was worth anything; and if 
you are going back to the day of wild-cat issues 
of currency, you will destroy the whole finan- 
cial fabric of this country. 

The government has no money that it is 
going to hand out to anybody. The only money 
in the Treasury of the United States today is 
the gold fund, the surplus over and above its 
liabilities, amounting to about $130,000,000, and 
that is none too much to enable this govern- 
ment to carry on its business and to take rea- 
sonable measures of protection for the general 
interests of the country. But the issue of the 
currency that you are speaking of is currency 
issued to the national banks of this country 
upon live assets, and even that currency can- 
not be issued with safety unless those banks 
put behind it a fair measure of gold reserve; 
because, after all, in order to get a safe basis 
of credit and a safe basis for the conduct 
of the business of this country, you must 
have a metal base behind this currency pro- 
posed to be issued. Therefore the law im- 
poses the duty upon the secretary of the 
treasury of requiring that a gold redemp- 
tion fund, not less than 5 per cent. shall be 
put behind this identical currency, and when 
at any time it becomes necessary in his judg- 
ment to require an increase of that redemp- 
tion fund, he shall exact it, and that is exactly 
what he is going to do. So long as he has 
power to deal with this situation, he intends to 
see that all these currency issues are safe, be- 
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cause you cannot bring upon this country a 
greater disaster than an inflation of the cur- 
rency to a point that is going to wreck the 
whole fabric of credit. 

* * . 


Railroads Need 
War Relief. 


"THE railroads were badly enough off 

before, and the check administered 
to business by the war seems like the last 
straw. Cost of operation was already 
high, but it is now higher as a result of 
the sensational jump in prices. Interest 
rates have been high—they are now still 
higher. It has been difficult for the roads 
to sell securities—it is now still more 
difficult. The roads are in the un- 
enviable position of being the only in- 
dustry which is prohibited by law from 
raising the price of its product to corre- 
spond with the greater cost of produc- 
tion. 

President Wilson is clearly impressed 
by the necessities of the roads, and their 
officers have been encouraged to renew 
their application to the Interstate Com- 
merce Commission for higher rates, their 
argument being now greatly strengthened 
by the war: 


American railroad securities, both bonds 
and notes, in default on August 1, 1914, 
amounted to $578,672,956, and from that date 
until December 31, 1915, there will be $563,- 
156,800 of maturing railroad bonds and notes 
which must be paid or extended. 

In their new application to the Commission 
for an increase of rates, the railroads will 
present some interesting statements. While 
taxes on property generally in the United 
States have increased 63 per cent. in the last 
twelve years, railroad taxation during that 
period has increased 161 per cent. At the 
same time the cost to the railroads of financ- 
ing their requirements also has increased. 

From 1901 to 1903 railroads could obtain 
capital at from 3% to 4% per cent. But this 
rate has steadily risen, within recent years to 
5 and even 6 per cent., with a certainty that 
capital cannot be obtained in the future even 
on these terms. Following the present war 
in Europe, there will be a demand for capital 
never before equaled in the history of the 
world. 

The war, it will be set forth, will also 
throw upon the people of this country the 
burden of financing future railroad require- 
ments. The only way it can be met, it is as- 
serted, is to make railway securities attractive 
to capital, and the only way to make them at- 
tractive to capital is to convince the investor 
that their net incomes will be sufficient to 
meet the requirements of their obligations, 
and that the American Government, instead of 
hampering the railroads and starving them, 
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will support them, and so enable them to ful- 
fill their obligations. 
7 x * 


Commissioner Clark 
Sees the Light. 


N a recent interview, Interstate Com- 
merce Commissioner E. E. Clark, 
who has been attending the Passenger 
Traffic Officers Convention at Boston, 
talks as though he had seen a new light 
since the outbreak of the war. While he 
naturally emphasizes the changes that 
have occurred since the commission 
passed on the Rate Case, the greater part 
of the argument for the roads antedates 
the war. He says: 


The outlook for railroads successfully and 
satisfactorily to finance themselves and re- 
fund their maturing obligations has been very 
seriously complicated by the financial condi- 
tions resulting from the European war. 

The Commerce Commission has no more 
desire than anybody else to see railroads crip- 
pled financially or otherwise. We realize the 
importance and necessity of well equipped, 
well maintained, and thoroughly efficient rail- 
roads, aud we know that they cannot be con- 
structed, maintained or operated without 
money. 

If transportation costs more, and there are 
no unreasonable profits, it will necessarily 
have to be sold at a higher price. 





OUR COLOSSUS OF ROADS 
—Philadelphia Public Ledger. 
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- Buy Small Bonds 


Don't Deposit in Savings Banks 














HE small bond business is now on a 
strictly retail basis. There is no 
longer any excuse for a wage 

earner to deposit his five or ten dollars 
a week in the savings bank and receive 
therefore interest credit at the rate of 
only three and one-half to four per cent. 
Nowadays he can pay as little as five 
dollars per bond on a one hundred dollar 
bond, and have a whole year to pay off 
the balance. Then with his bond safely 
tucked away in a safe deposit box, he will 
not only secure a larger rate of interest, 
but benefit by any increase in the mar- 
ket price of his security. 

Some people seem to think that a small 
bond represents a poorer quality of goods. 
This is not the case. Any bond 4s a little 
piece of a big mortgage, and the little 
pieces are different from the big ones 


only insofar as their size is concerned. 

When the savings bank gets your 
money it buys mortgages and bonds, the 
latter, as we have said, being parts of 


mortgages. Why not do the same and 
get the benefit? The savings bank buys, 
it is true, a large variety of bonds. This 
is because the savings bank has a lot of 
money to invest. By the same token, the 
more money you have, the more bonds 
you can buy. When you distribute your 
holdings you reduce the element of risk, 
just as all savings banks and insurance 
companies of whatsoever nature, dis- 
tribute their risks as a matter of sound 
business policy and protection. 

A savings bank has power in times like 
the present to shut off your withdrawals 
of cash, but if you have a bunch of bonds 
you can always go to your regular bank 
and borrow what money you need. In 
this way you retain the money making 
power of your investment. You are not 
obliged to make a sacrifice. It is good 
collateral and the bank with which you 
deal (not the savings bank) is always 
glad to accommodate its depositors. Sup- 
pose you are working on a salary and 
your wife has a small house account, she 


could easily borrow from her bank what 
money is needed. 

When a time of high prices comes 
along, you can look over your collection 
of bonds and sell out those which show 
you a good profit. This adds to the per- 
centage of interest realized on your in- 
vestment. The proceeds can be set aside 
until the bond market recedes, as it does 
frequently, and it can then be invested 
in the same or other bonds at lower 
prices. 

And when it comes to cashing in, you 
can do it so easily and readily. Your 
bank or your broker can dispose of your 
bonds for you. Just drop in at either 
place and tell them to sell at the best ob- 
tainable figure or at the definite price 
you wish to realize. 

But one of the most important advan- 
tages of buying small bonds on the in- 
stalment plan, is that it binds you to a 
definite contract to pay so much per 
month at certain definite intervals. 
Authorities on the subject say that Hades 
is paved with good intentions. If so, 
there are undoubtedly many of the blocks 
marked “I meant to save.” 

We all intend to save, but we don't. 
It is much easier to spend the five dollars 
than to hold your hand on it till you 
get to the savings bank, so if you agree 
with a bond house that you will pay five 
down and the balance within a year, you 
are putting a stop order on your spending 
tendencies, providing for your future, as 
well as that of your family and your 
ancestors. 

The hardest money I ever had to save 
was the first five dollars, but when that 
“V” was once landed in the savings bank, 
it was no trouble at all to put some little 
brothers alongside of it and before I knew 
it I had the price of one of these young 
bonds. It is the same in resolving to 
make your first payment ona bond. You 
may decide seventeen times that you are 
going to do it, but the only time that 
counts is when you plank down the five. 




















How Will the War Affect Amer- 
ican Investment and Business 
Conditions? 


Some Conclusions Which May Safely Be Drawn 
By G. C. SELDEN 

















HEN the student of American 

conditions found himself sud- 

denly confronted with a war 
paralyzing all the important industrial 
nations of Europe, and involving a sus- 
pension of the established financial ma- 
chinery of almost the entire world, his 
first sensation was naturally one of stu- 
pefaction. It seemed that anything might 
happen. 

And it was very largely this feeling, 
in the minds of not only ordinary in- 
vestors and business men but also inter- 
national financiers and the managers of 
great enterprises, which resulted, for the 
moment, in bringing everything to a 


standstill except the most necessary of 
the usual trade activities. 
This effect has been clearly shown by 


bank clearings. In June and July clear- 
ings had begun to show a gradual and 
encouraging increase; but this tendency 
was suddenly checked and the August 
clearings were nearly one-third less than 
those of July and the smallest for any 
month since June, 1908, when we were 
in the aftermath of the 1907 panic. 
The world is now beginning to catch 
its breath; and it is in order for us ser- 
iously to put to ourselves the question, 


WHAT NEXT? 

The future always grows out of the 
present. Even war cannot change that 
axiom. The seeds of the economic and 
investment conditions of the next six or 
twelve months are already planted, if 
only we can discern the character of the 
prospective crop and note its progress 
from month to month. 

Even the present super-Armageddon, 
suddenly as it burst upon a paralyzed 
world, was not without certain advance 
warnings if we had been able to read 
them rightly—notably in the obstinate 
refusal of the stock and bond markets to 


advance during the first six months of 
1914, in spite of conditions which seemed 
to favor a rise; and in the ominous pil- 
ing yp of gold by Germany, France and 
Russia. Every one understood that this 
hoarding of gold was a part of war pre- 
parations and that the stock market was 
adversely affected by it. But Europe 
had been preparing against war for so 
long that we failed to give due weight 
to the increased and almost feverish ur- 
gency of its preparations this year. 

Since the future must grow out of the 
present, what is the present? Where do 
we find ourselves now that the bomb has 
burst and we have had time to gather our 
scattered wits together? 

To answer this question intelligently 
we must turn to those broad indices of 
financial and business conditions to which 
we so often have occasion to refer—the 
condition of the banks, the average of 
stock prices, foreign bank rates and our 
own commercial paper rate, the average 
of commodity prices, the production and 
price of pig iron, etc. The only way to 
study these factors in a comprehensive 
manner is to spread out the figures in 
the form of diagrams covering a series 
of years, and four such graphics are ac- 
cordingly presented herewith. 


THE SITUATION BEFORE THE WAR. 


In the second quarter of 1914 we 
found ourselves confronted by a familiar 
set of conditions which have again and 
again preceded advancing prices for 
stocks and an expansion of general 
trade. These were as follows: 

(1) A very large excess of deposits 
over loans in New York banks and 
liberal reserves, accompanied by an easy 
call money market, showing an accumu- 
lation of liquid capital. 

(2)Our commercial paper rate down 
to four per cent. and foreign bank rates 
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normal, showing that money was easily 
available for commercial purposes. 

(3) The level of commodity prices sta- 
tionary, after a decline a little greater 
than that of 1910-1911 but not quite so 
great as that of 1907-1908, and covering 
about the same period of time as each 
of those declines. 

(4) Production of iron near the mini- 
mum, after having increased sharply in 
March and then reacted—a close repeti- 
tion of the conditions preceding trade 
expansion in 1904, 1908, and 1911. A 
similar movement in unfilled orders of 
the U. S. Steel Corporation. 

(5) A very low price for pig iron, 
after nearly a year of comparative inac- 
tivity. 

(6) The ratio of commodity prices to 
iron production, which often sheds light 
on trade conditions, was normal, though 
without special feature. 

All of the above conditions were what 
might naturally be expected if the 
“minor cycle” was to repeat itself in its 
customary way, with only the usual com- 
paratively unimportant variations. There 
was, however, one condition which was 


not exactly what would naturally have 
been expected. The stock market was 
unduly sluggish. Its advance in January 
had not been as buoyant as would have 
corresponded with other conditions and 
its dullness and depression thereafter 
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was rather surprising. Bonds, also, did 
not respond in a natural manner to a 
money market which carried commercial 
paper slightly below a four per cent. 
basis. 

This unresponsiveness of investment 
markets was generally believed to be due 
to “politics,” in its various phases. 
Doubtless the adoption of new policies 
in America was not without its influence, 
but we can see clearly enough now that 
gradual European liquidation and a 
vague fear of the future among foreign 
investors were the principal causes. In 
fact, we all saw that liquidation at the 
time in slow and fitful progress, but we 
failed to understand its full significance. 


WHERE ARE WE NOW? 


To answer that question let us take up 
in order the great underlying factors 
shown on the accompanying graphics. 
On the first diagram (quite familiar to 
many of our readers) we have, first, the 
excess of deposits over loans of New 
York banks, not including the trust com- 
panies, shown in millions of dollars and 
corrected to eliminate the merely sea- 
sonal deviations. In June and July pre- 
ceding the outbreak of the war occurred 
the biggest and sharpest drop in excess 
deposits ever witnessed. It was due en- 
tirely to foreign absorption of gold and 
foreign sales of our stocks. It had no 
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causes whatever on this side of the At- 
lantic. 

The decline in surplus reserves and the 
final drop in stocks, shown on the same 
graphic, are of course accounted for in 
the same way. 

Banking conditions in the second 
quarter of 1914 were strikingly similar 
to the corresponding periods of 1904 and 
1908 ; but this promising beginning was 
absolutely squelched in two months by 
the outbreak of the war, and a condition 
brought about much resembling that of 
1907. 

Now every such banking cataclysm in 
the history of this country has been fol- 
lowed by the gradual restoration of nor- 
mal conditions. This has occurred sim- 
ply because it must occur. Normal bank- 
ing conditions are necessary before the 
business of the country can go on its 
accustomed channels, and therefore all 
efforts are bent toward their restoration. 
And this restoration has always been ac- 
companied by a rally in stocks. 

Some progress has already been made 
toward the normal. It is, however, diffi- 


cult to show this progress by the line of 
excess deposits as in previous years be- 
cause of the issue of emergency cur- 


rency. This currency has the indirect 
effect of relieving the banks from the 
necessity of contracting their loans. This 
may come about in two ways: 

First, emergency currency may be 
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shipped by New York banks to interior 
banks which demand money. New York 
banks could not send cash or legal tender 
without depleting their reserves and thus 
making it necessary to reduce their de- 
posit accounts by calling loans. They are 
now sending emergency currency and 
interior banks are thus enabled to loan 
more freely. State banks can even count 
the emergency currency in their reserves. 

Second, emergency currency may be 
paid out directly to New York customers 
needing cash. 

Without going into unnecessary de- 
tails, the final result of the emergency 
currency has been to increase loans (or 
what amounts to the same thing in this 
connection, to prevent a decrease) with- 
out a corresponding increase in deposits, 
and the relation between the two items is 
therefore changed. As a rough approxi- 
mation I have deducted the emergency 
currency from the loans, in order to get 
something approaching a fair representa- 
tion of present conditions. On this basis 
the month of September is showing some 
improvement, as indicated on the dia- 
gram. The deficit in surplus reserves is 
also less than it was a few weeks ago. 

The real solution of our banking com- 
plications, however, must come with the 
restoration of our normal trade balance 
with Europe through continued excess 
of exports. There can be no doubt that 
this is only a question of time. During 
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the war our imports from Europe will be 
bf small, while ae must have lib- 

supplies from us. The inevitable re- 
sult must be that exchange will, in time, 
turn in our favor and we shall probably 
be able to get back from Europe a part 
of the gold we have lost to her. Further 
heavy sales of our securities by foreign 
holders might delay this result, and that 
is the basic economic reason for keeping 
our stock market closed until the foreign 
exchange situation can be straightened 
out. 

So far as the bank position is con- 
cerned, then, we have passed through a 
condition strikingly similar to 1907, but 
forced on us from without instead of 
being the result of internal excesses as 
in that year; and we are now slowly 
moving toward the normal again, in the 
face of puzzling complications. 


STARTLING RISE OF PRICES. 


Coming to the second diagram, show- 
ing our commercial paper rate, the aver- 
age of the three most important. foreign 
bank rates, and the level of American 
commodity prices, we see the most start- 
ling rise in all three that has occurred 
since Civil War times. (On this graphic 
both commercial paper and foreign bank 
rates are adjusted to eliminate seasonal 
deviations. ) 

A brief inspection will show that each 
“minor cycle” starts with commercial 
paper around four per cent. Business 
then improves so long as the commercial 
paper rate and the level of commodity 
prices continue to rise together, but is 
unable to stand the strain when com- 
modity prices begin to falter and decline 
while the interest rate on paper is still 
going up. Next comes business contrac- 
tion, followed by a rapid drop in com- 
mercial paper back to the four per cent 
basis. 

In April of this year we had had the 
necessary decline in both interest rates 
and prices, and in addition a sharp drop 
in foreign bank rates had occurred. The 
next thing to be expected was a rise in 
all three lines on the graphic, and the 
only difference caused by the war has 
been the abnormal rapidity and extent of 
the advances. 

The most important item to the busi- 
ness man is the price of his product and 
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of his materials and supplies. While the 
general plane of prices is rising, he gets 
a speculative profit on all his sales, in 
addition to his regular business profit— 
because, of course, he buys his materials 
earlier than he sells his product; also 
because the total cost of material and 
supplies is always less than the total sel- 
ling price of the product. 

Hence the rapid rise of prices will, if 
it is maintained, more than overbalance 
the higher interest rate at which he must 
borrow, and will give him larger profits. 
Moreover, the interest rate of commer- 
cial paper is likely to relax somewhat as 
the position of the banks improves, while 
there is no likelihood of a decline in the 
level of prices until the war is over. 

It is understood, of course, that these 
profits will not be evenly distributed. 
Also that a period of adjustment will be 
necessary in many cases before the busi- 
ness man can take advantage of the spe- 
cial opportunities afforded by war prices. 


IRON AS A BUSINESS BAROMETER. 


The third graphic shows that our pro- 
duction of pig iron, unfilled orders of 
the Steel Corporation, per cent of orders 
to production, and the price of iron were 
all, just before the outbreak of the war, 
in substantially the same position as in 
1904, 1908 and 1911. Our iron industry 
being almost entirely a domestic propo- 
sition, the effect of the war on it has 
been relatively slight and indirect. The 
price of iron has as yet shown no change 
worthy of mention but the activity of the 
industry has suffered a decided check, 
which is, I believe, certain to prove mere- 
ly temporary. 

The fourth diagram brings out a very 
interesting point in this connection. It 
will be noticed on examining this graphic 
that there is a surprising correspondence 
between the general movements of com- 
modity prices and the production of iron. 
In each case when a decided check was 
administered to the activity of the iron 
industry, as in 1904, 1908 and 1911, the 
subsequent rise of commodity prices was 
soon followed by a notable increase in 
iron production, and a little later by 
higher iron prices. 

Will this precedent be followed in the 
present instance? I see no reason to 
doubt it. Steel is the most necessary 
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material for warfare; but the steel busi- 
ness of Europe is almost prostrated. Al- 
ready we read that the Germans are en- 
deavoring to start an important steel 
works in Belgium by offering the Bel- 
gium operatives a fifty per cent advance 
in wages. If the war continues, as ap- 
parently it must for some time to come, 
England, France and Russia are likely 
to call upon us for a variety of iron and 
steel manufactures, and Germany if she 
can find a way to get them across the 
ocean, which may perhaps be done by 
way of Holland. 

Moreover, the demands from all neu- 
tral nations, formerly satisfied by the 
countries now at war, will converge up- 
on the United States, the only remain- 
ing great steel manufacturing nation of 
the world. If in addition general busi- 
ness throughout this country is stimula- 
ted by the war demand for varied pro- 
ducts, our domestic requirements for iron 
and steel manufactures will be greatly 
enlarged. 

Owing to the peculiar naturé of the 
present rise in prices, iron production 
will not follow as closely as in the past, 
but a gradual increase in production 
seems to me a reasonable certainty. 
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THE BROAD OUTLOOK. 

What, then, is the broad outlook at 
present writing? At a point in the 
“minor cycle” where rising prices for se- 
curities and commodities and expanding 
general business were naturally to be 
expected, the following conditions have 
supervened : 

(1) Our bank position has been dis- 
rupted by sacrifice sales of securities by 
foreign holders, resulting in unprece- 
dented gold exports. 

(2) Stock prices have been forced 
down by these same sacrifice sales. 

(3) Money rates have suddenly be- 
come high as a result of the peculiar 
bank position. 

(4) Commodity prices have risen 
with a violent bound, instead of gra- 
dually, as would have been natural. 

We may say without hesitation that 
our bank position will right itself and 
that money rates are likely to become 
somewhat easier, though not low, in the 
early future. We may safely add that 
commodity prices will remain high dur- 
ing the continuance of the war. 

The feature that we know least about 
is to what extent sacrifice sales of our 
stocks will continue; but at any rate we 
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know this, that our stocks will be the 
best securities in the world to hold under 
war conditions. 

We shall have growing business acti- 
vity while the war lasts because we are 
the only great industrial nation not in- 
volved. We must first supply our own 
people with substitutes for the goods for- 
merly imported ; next, furnish other neu- 
tral countries, so far as possible, with 
goods previously obtained from Europe; 
and third, provide for the necessities 
of the warring nations when they are 
unable, in the crippled condition of their 
home industries, to provide for them- 
selves. 

As soon as Europe’s sacrifice sales are 
absorbed, many of our stocks will sell at 
higher prices because of the increased 
earning power of the industries which 
they represent. 

VALUE OF THESE CONCLUSIONS, 

There are many, of course, who will 
doubt the value of any conclusions 
drawn, as these are in part, from a study 
of the past. The best evidence of their 
value is the substantial fulfillment of pre- 
vious conclusions drawn in a similar 


manner during the past year and now on 
record in previous issues of this maga- 
zine: 

June 1, 1913—“Loans and deposits .. . 
do not indicate a bull market, but neither do 
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they give any serious warning of furth:r 
decline.” 

July 1, 1913—“Not .. . a sufficient accu- 
mulation of capital to finance a-bull mar- 
ket.” 

Aug. 1, 1913—“I do not believe that any 
important advance in stocks can be long 
maintained, nor that liquidation of general 
business has yet run its course.” 

Sept. 1, 1913—“A moderate advance may 
result from any one of several causes, but 
no bull market is yet in sight.” 

Oct. 1, 1913—‘A_ business depression 
next year seems to be practically unavoid- 
able. . . . The present advance in stocks is 
temporary.” 

Nov. 1, 1913—“The investor should now 
stand ready on declines to pick up some of 
the best issues, on which earnings show a 
liberal excess over dividend requirements, 
with the idea of laying them away and for- 
getting about them until prices are consider- 


= higher.” 
ec. 1, 1913—“The conservative business 
man should . . . proceed at ‘caution’ until 


he sees commercial paper down to four per 
cent. again.” 

Jan. 1, 1914—“The best stocks, which 
show good earnings and have no special or 
peculiar difficulties ahead of them, may 
safely be picked up on declines.” 

Feb. 1, 1914—“‘About six months of 
shrinkage in general business is the natural 
thing to expect, followed by renewed ex- 
pansion.” 

March 1, 1914—“The markets are not 
ready for any steady or continued advance. 
The investor should still take special care 
that he does not become involved in any 
doubtful issues.” 

April 1, 1914—“Natural outcome will be 
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a period of dullness, slowly developing into 
improving trade... We are pretty certain 
to ship out more gold this year.” 

May 1, 1914—“The general plane of com- 
modity prices is nearing its low level. The 
first good upward movement should be 
carefully noted, as it will be followed by 
improved business conditions.” 

June 1, 1914—“We are in the ‘hollow’ 
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which has always preceded a movement of 
expansion, accompanied by a rising stock 
market. Nevertheless we may say that at 
this time it is useless to expect any 
rapid recovery from the world-wide busi- 
ness depression now existing.” 

July 1, 1914—“Nearly all conditions favor 
the assumption that the present summer 
will mark the low level of business activity.” 














Comment and Suggestion 


By FRANKLIN ESCHER 











Unwarranted Alarm 





F you had bonds on your hands that 
you considered good but that 
showed you a loss what would you 

do about it ?—that question is being often 
asked these days. 

Forget about them—that’s the only 
answer. 

Something has happened so strange, 
so unreasonable, so impossible to fore- 
see, that the only possible line of action is 
to bend to the storm and pray for it to 
blow over. If the price of securities has 
suffered, if bonds which you know abso- 
lutely to be safe and sound have become 
unsalable except at a ruinous sacrifice, 
obviously the thing to do is to keep your 
nerve, hold on, and wait for a change 
in conditions. 

Sooner or later and whatever the out- 
come of the European war, that is bound 
to come. A good bond is a good bond 
however disturbed financial conditions 
may happen to be, and however little de- 
mand for it may at the moment happen to 
exist. The railroads of the United 
States, the companies which furnish 
heat and light and power and street rail- 
way transportation—these are not going 
out of business because of the war in 
Europe. For the time being, it is true, 
their earnings may be curtailed, but that 
is a condition purely temporary. In the 
long run there is only one thing that can 
happen and that is that good bonds of 
good companies will be again recognized 
as mighty good things to hold and will 
be paid for accordingly. 


Why, then, because just at the mo- 
ment things are disturbed and bidders 
for bonds are few, sacrifice one’s hold- 
ings and accept prices not at all reflective 
of what the security is worth but simply 
of the disturbed state of public senti- 


ment? 
* + + 


A Herring Across the Trail 








HAT is responsible for current 
industrial conditions in the Uni- 
ted States? 

That question asked to-day brings a 
very different answer than it brought 
only a few weeks ago. The policy of 
the Wilson Administration—the tariff, 
the war on big business, the anti-trust 
legislation—are these the things respon- 
sible? Nobody had any doubt that they 
were up to within a little while ago. But 
nowadays you never hear them advanced 
as the reason why business is bad. 

People, as a matter of fact, seem en- 
tirely to have forgotten that we have a 
new tariff, that the Government is at 
the present moment trying to break up 
the Steel Corporation, that Congress is 
passing new business legislation. If 
the average man reads in his paper 
about these things at all it is purely in a 
perfunctory way and with no real in- 
terest. Just one thing counts and that 
is the war. To that, and naturally 
enough, attention is being given to the 
exclusion of everything else. 

In our opinion the war abroad has 
immensely improved the chances of a 
continuance of the Democratic Adminis- 
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tration for another term. “It’s all the 
fault of the Government’s mixing into 
the business affairs of the country,”— 
that was all one ever heard back in the 
beginning of the summer. People don’t 
talk that way now. “Business? Oh! Yes. 
Of course it’s bad; what can you expect 
with this thing going on in Europe?” 
That’s the way it looks to the average 
man to-day. He has completely forgot- 
ten that before the murders in Servia 
which precipitated the trouble, business 
in this country was on a most unsatis- 
factory basis and that he himself was the 
first one to ascribe the cause of the dis- 
turbance to the Administration at Wash- 
ington. ~ 

Lucky for the Administration, whe- 
ther or not it is responsible. Rightly or 
wrongly a whole lot of voters had come 


to believe that it was. 
* * * 


A Time to Play Safe 


RE you considering selling not be- 
cause the price of what you hold 
is down but because a more at- 

tractive opportunity for using the money 
seems to present itself? That, of course, 
is different. But how infinitely careful 
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in making new commitments at such a 
time as this it is necessary to be! What 
you hold you bought, presumably, only 
after the most careful investigation and 
after you had satisfied yourself that it 
was absoluely all right. To the new 
security that you are thinking of chang- 
ing into, have you given the same pain- 
staking consideration? Or is it a case 
of snap judgment, of the idea that this 
or that stock or bond is likely to be bene- 
fited by the war and that you think you 
may be able to make a killing in it? 

Money is going to be made by wise 
re-investment at the present time to take 
advantage of conditions. But it isn’t 
going to be made by a hasty sacrificing of 
sound securities and a hit-or-miss jump 
into something else that looks as though 
it might go up faster. Where real op- 
portunities exist they ought most decid- 
edly be taken advantage of. But very 
careful does the investor want to be— 
and this is particularly true of the man 
with but a small amount of money—that 
he isn’t simply allowing himself to be 
carried out of a legitimate investment in 
order to get himself involved in a specu- 
lation. 

These are times to play safe. 








Couldn't Do It So Easily Nowadays 


IN this period of speculative listlessness and deadly inertia oldtimers in Wall 
Street sigh for the warrior leaders of a quarter of a century ago. 
Along in the middle 80’s after the West Shore deal there was an orgy 
of speculation running up to the panic of Dec. 15, 1886. There came during 


this time to Wall Street what was known as the “Chicago crowd.” 


Led by 








Philip D. Armour, Norman Ream, Nelson Morris and others, they bought 
seats in the Stock Exchange and began to play their chips with both hands. 
But they had no caution, they went to spectacular extremes, and finally 
money began to tighten on them. ; 
ould was quick to see this and he sent for Russell Sage and the big 
“grizzly” Cammack. Then they laid the plan for smashing the market. The 
morning following their conference Gould sent for his favorite broker, John 
G. Moore. “Mr. Moore,” he said, in the low, slow, deliberate manner that was 
always a marvel, “about delivery hour tomorrow please break Western Union 
15 to 20 points.” “Yes, Mr. Gould,” stammered his astonished broker, “but how 
much shall I sell?” “It makes no difference,” answered Gould, in the same 
low monotone, “just break it."—-Odd Lot Review. 














The Investment Viewpoint in 
Buying Bonds 


How it Differs From Other Considerations that are 
Often Emphasized 
By FREDERICK LOWNHAUPT 


NOTHING could be more incongru- 

ous than to begin an article on 
bonds by telling purchasers of bonds 
that they should buy with an eye to the 
investment aspect of securities. It is 
generally understood and by many peo- 
ple believed implicitly that the word bond 
and anything connected with it means 
nothing else but investment. 

They make a great mistake, that is, if 
they understand by investment that put- 
ting away of your money into a place 
where you are sure to find it again and 
in the meantime get exactly and always 
the amount of interest expected. 

My own conception of the investment 
viewpoint in buying bonds is the buying 
of them for a certain amount of income 
that is conservative and for that reason 
only. All of which means that they will 
be good bonds and such bonds as meet 
the critical analysis through which a high 
class security comes unscathed. 

How is one to secure this kind of a 
bond? The only answer is: By a very 
careful scrutiny of the many elements 
which go to make up an investment se- 
curity. 

You can, of course, rely on your banker 
absolutely, but he must go through the 
same proceeding if he is to give you a se- 
curity that meets the requirements of a 
sound and safe investment. 

We are at a time in the investments 
markets when a discussion of this ques- 
tion is most timely. When the markets 


open again and security trading goes on 
unhindered, the question will come up 
immediately as to which are the best 
bonds to buy. It will have to be answered 
from two points of view: (1) Which are 
best to buy for appreciation in price? 
and (2) Which are the best from an in- 
vestment point of view. That is, likely 
to pay interest regularly and until they 
mature. 

Let us discuss the investment point of 
view, which the proper one for the aver- 
age investor. Upon what does this 
hinge? It hinges upon a look into the 
future—about a five year forecast. By 
that time you will have indications of 
some kind to show what is going to hap- 
pen for another five years. 

This long range point of view differs 
from that often taken by investors, or 
even by bankers. The tendency of many 
of these people is to look at the condition 
of the company at the moment. That is, 
to give the credit position of the company 
an undue amount of emphasis. Now of 
course this is important, but it does not 
lead inevitably to the conclusions that 
might be arrived at if some stricter at- 
tention were paid to other things. 

To illustrate this point, let us say: 
Here is a railroad company that has been 
paying dividends for so many years and 
has always had a good margin of net 
earnings over its fixed charges. Taken 
by themselves these things would indi- 
cate that it is in a good position and that 
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its credit rating, undoubtedly high at the 
moment, is deserved. Upon these two 
considerations you could easily buy its 
bonds and believe that you had an excel- 
lent investment that would stand the test 
of examination and time. . 

This is not theory but thoroughly prac- 
tical. Mentioning cases we have the 
New Haven, Rock Island, Denver, Mis- 
souri Pacific and others. 

When we begin to dig into the figures 
of traffic, maintenance, money put into 
the property from earnings and from 
new capital, relations of the amounts 
spent out for dividends and for improve- 
ments and a few other things, a new 
picture begins to appear. 

Buying bonds on the dividend showing 
and even on the so-called margin of 
safety, which phrase is generally used in 
the sense of the money left over after 
paying charges (as it can be seen), is 
all right if the bonds are not to be put 
away into some estate, or laid away as 
an investment for many years. But buy- 
ing bonds with these things showing well 
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and besides—here is the meat of it all— 
these other questions being met satisfac- 
torily, is buying from the rock bottom in- 
vestment basis. 

The mention of those roads is sufficient 
to show any investor just what is meant. 

The credit position of a road is for all 
practical purposes the average yield on 
its representative bonds. The investment 
position of a road is the trend of its vital 
factors. The former is due to a com- 
bination of statistics and market ques- 
tions, The latter is the working out of 
its operating efficiency ; viz., its manage- 
ment. 

Credit position may and does change 
quickly if the other things are not right. 
A good perspective of these other things 
gives the discerning investor a long 
range vision of what is to come. This 
can be had of all the railroads of the 
country. There are ample statistics for 
the purpose. Get that and you will not 
buy bonds now at 95 and find them at 
30 two years hence as happened to one 
issue not a great while ago. 








Hints for Investors 





D° not let one predominating feature of a security over-balance the several 


others. 
looks stronger than it really is. 
features to make it most desirable. 


Frequently one aspect shows up so plainly that the security 
There should be a good average of all 





| Rage ere og that there are some very excellent bonds on some very poor 


railroads. 


not mean that it has no good investments among its securities. 


Because the railroad is not exactly in the first rank it’ does 


The 


whole question hinges on how much of a margin of earnings there is available 
after the interest on any particular issue is paid. This means that a bond 
having a strong prior lien on the net earnings is likely to be a good investment 
regardless of how the last or junior bonds are placed. 





66) UYING securities for a turn or a short hold in which you hope to sell 


out with a profit” 
market questions. 


means that you should give large consideration to 
Buying for a lon 


time investment” means that 


you should study the fundamental questions affeeting the company to a large 
extent, thus making the market aspect completely secondary. 





OU can invest, speculate or 
the paper happens to be a 


ble in bonds as well as in stocks. 
md it does not follow that it is an invest- 


Because 


ment. The kind of a bond you buy and the way you buy it determin-s 


which of the three methods are being pursued. 




















Bond Market Topics 








New Financing. 


T was natural that the terribly disturbed 

condition of affairs all over the world and 
particularly in the financial marts would have 
its reflex action in the output of new secur- 
ities. 

This is what it did in the month of August. 
During that month, according to one compila- 
tion, something around $12,000,000 new se- 
curities were floated, whereas in the same 
month last year three and a half times that 
amount went out. At that August, 1913, was 
the low record month for that year. 

What does this mean for the future? Bond 
men and investment houses are anxious to 
know, because it is certain that the vacuum 
cannot exist very long. If happily the war 
be concluded in the early autumn, possibly 
two or three weeks will be consumed in get- 
ting the machinery working again. There 
will be many millions of investment capital 
all over the country ready for the word “go 

Bond men expect to develop a good business 
once the bars are let down. The chain of 
events will probably lead to the placing of 
much capital for investment in this country. 
This means that the held up financing plus the 
new financing which must come out before 
long will bring a big business to the security 
markets, if not in the purchase of new secur- 
ities, at least in turning over of old issues 
from one holder to another. 


Effect of War on the Bond Market. 


WO theories have been advanced in the 
bond business as to the effect on prices. 
While the houses are doing little or no busi- 
ness, largely because they have agreed not to 
go out after it, it is highly possible that were 
they to send out their salesmen under present 
conditions they would stir up no great amount 
of buying orders. 


The Wall Street Journal says: 


There are many people who believe out- 
standing fixed interest bearing securities 
must suffer in price because of the in- 
creased competition for capital that is 
likely to come with greatly increased gov- 
ernment borrowing as a result of the war. 

As listed bonds did not have much of 
a chance to discount this possible develop- 
ment before the Stock Exchange closed, 
and as the bond houses have maintained 
prices on their unlisted securities since, 
these people feel that by waiting they will 
be able to buy bonds at lower levels. 

Against this theory is that on which 
borrowers are placing their faith—that the 
war seems certain to slow up business 
activity all over the world for some little 





time at least, and that this relaxation in 
countries like the United States will re- 
lease a large amount of funds for invest- 
ment and will insure cheap money for 
the borrower. One w+ § ser emnerl student 
of the money market said last week: “Con- 
ditions that make for tight money in- 
variably affect general business and release 
investment funds, and there follows a 
period of easy money.” He expects to 
see business at a slow rate in this country 
until the first of the year, when, he pre- 
dicts, it should go ahead rapidly. 

Whether this theory of cheap money, 
after the first pinch is over, or that of still 
lower prices for bonds, because of in- 
creased competition for capital, will pre- 
vail cannot be told at the present time. 
But both borrowers and lenders are quite 
likely to suspend operations for the time 
being to see what the outcome is to be. 


Foreign Government Loans; Their Ef- 
fect on Railroad Bonds. 


J UST what effect the aftermath in the finan- 
cial markets will have is giving the invest- 
ment bankers some thinking to do. What will 
happen to railroad bonds and other low, fixed- 
interest securities when, after the war, active 
bidding for the world’s capital supply begins? 

Europe will demand vast sums of money 
then and will undoubtedly offer a high pre- 
mium. It is not unlikely that this financing 
will have to be done on a 5 per cent. basis, 
or possibly a 6 per cent. basis. This is the 
opinion of well posted bankers on the situ- 
ation. 

How much this flood of high rate loans will 
disturb the bond market for railroad issues— 
ordinarily put out on less than a 5 per cent. 
basis—is problematical. It may hurt con- 
siderably. 

Because of this fear, bankers are saying that 
it behooves the Interstate Commerce Com- 
mission and State Railroad Commissions to 
give the railroads every chance to build them- 
selves up into a position where they will be 
able to compete in the scramble for capital. 
They feel that the competition should come 
in the form of increased security and strength 
behind railroad bonds. Then investors will 
not feel that, with an amount of risk equal or 
nearly equal as between some of the newer 
offerings and the railroad bonds, they might 
as well have the former because of the more 
attractive yield. 

All the bankers do not see it exactly this 
way. Some believe that with the new banking 
system in operation and the emergency cur- 
rency on hand there will be plenty of money 
to go around. 
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Will Bonds Come from Europe in 
Large Amounts? 


[INVESTMENT bankers would like an answer 
to this question. Stocks and bonds did come 
across in pretty large amounts before the clos- 
ing of the Exchange shut off the flood, but, of 
course, there were more stocks than bonds. 
The foreign banking fraternity could see 
quickly that their respective countries would 
need money soon, but they could not see how 
much ; so they sold, preferring cash to secur- 
ities, 

When the Exchange opens they will want 
still more money and they will likely send 
over some more stocks. They will also send 
bonds. Their own loans will not only give 
them handsome returns, but new financing 
operations will mean fat profits. 


a — 
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Will they sell us large amounts of bonds? 
All bonds are lower in price than they were 
months ago. Many of the securities bought 
by Europeans were bought at much higher 
prices. The seller of bonds abroad must there- 
fore put on one side the loss of principal if he 
sells and on the other the higher rate that 
his new government or other loans are going 
to pay. There will have to be a balancing 
of loss and gain in such a way that in many 
a case he,might just as well hang on to his 
American bonds. 

These American bonds are likely to be the 
first to advance in price if our judgment is 
right that this war will make business and 
profits for the United States. A little later 
the European investor can get out and take 
over his own securities if his patriotism so 
prompts him. 














Practical Talks to Investors 


I1X—Fundamental Differences in Investments Are 
Vitally Important 











HOUSANDS of investors have no idea 
as to what is meant by fundamental 
differences in investments. There are 

a number of very important things to be con- 
sidered in any investment such as the gross 
earnings of the company over a period of 
years, the trend of net earnings over the same 
period, the margin of safety of the company’s 
securities and other matters of this char- 
acter. 

But after all, these are really not the funda- 
mental things. They are vital in studying the 
bond or stock, but not the fundamental fac- 
tors. You have to go down deeper for these 
and study over a wider field to see the com- 
pany in the light of these fundamental factors. 

Each, of course, has its important part, but 
they should both be considered. 

When properly interpreted, fundamental 
factors mean such questions as this: whether 
an industrial company produces something 
which is in the nature of a life necessity, such 
as food or clothing, or whether it produces 
some luxury which can be dispensed with very 
easily. It is well understood by the thought- 
ful investor that the business that produces 
a product that is farthest away from a luxury 
is likely to maintain a better balance of earn- 
“— & otherwise. 

msiderations of this kind are known as 

economic factors, that is, factors growing out 
of what the business is rather than how the 
the business succeeds at any particular time. 

When we apply this to railroads we find 
that these economic factors do not count for 
so much as in industrials because the railroad 
has service to sell and this service which is 
its product results from different conditions 


and has an entirely different aspect than the 
selling of goods. And, furthermore, because 
the railroad has this kind of a product it is 
easily seen how it is less acutely affected than 
many an industrial is sometimes. 

Now turn to another type of security—the 
municipal bond. The things that hurt an in- 
dustrial company much or little have absolute- 
ly no bearing on the position of a municipal 
bond. There may be a factory shut down in 
a town, and the company’s securities may be- 
come next to worthless. Not so with the 
town’s bond, however. The town meets its 
interest regularly and pays off the bonds when 
they mature regardless of good times or bad. 
There is no income account or earning power 
to consult in municipal bonds. Of course, if 
the shut-down of the factory took half the 
town away, something might happen to the 
bonds, but that is very rare. There are, to be 
sure, some things to be considered in munici- 
pal bonds, but they are not what effect the 
railroad industrial bond. 

Then again there is the utility bond. The 
utility company is, of course, subject to pub- 
lic service commissions and legislatures, but 
offsetting this is the fundamental factor of the 
stability of business characteristic of so many 
utility companies. And the reason for this 
stability is the fundamental fact that the serv- 
ice it renders is a necessity. : 

So, too, the various other classes of securi- 
ties each have their fundamental considera- 
tions of this character. These fundamental 
factors are really the first group of influences 
that every investor should study. Following 
this he can properly consider the earnings and 
other factors of a more direct nature. 
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The Melon Cutting Stocks 


Why They Should Be Purchased—Which Should 
Lead the Next Boom 
By RICHARD D. WYCKOFF 


HIS is the melon season, speaking 

from a vegetarian standpoint, but 

we are miles away from anything 
in the line of a stock market melon. 
Nevertheless, it behooves us to inspect 
the security list carefully, because in big 
stock market declines we can usually se- 
cure an interest in future melons at lit- 
tle or nothing. In fact, past history 
proves that melons are given away in 
panics. In booms you have to pay for 
them, after which they often melt away, 
thus completing the cycle. 

In proof of this take look at Great 
Northern’s record. In 1902-3 Great 
Northern made a low point of 160. It 
was then only a 7 per cent. stock, but 
had established a reputation for gen- 
erosity to its stockholders by frequent 
distributions of valuable rights. But the 
big melon in Great Northern was in 
prospect. 

In 1904 these prospects grew brighter 
and Great Northern sold at 242%. In 
1905 the high was 335. In 1906—the 
year the melon was actually distributed 
—Great Northern touched 348, a rise of 
188 points from the low of 160. 

The maximum value of the melon, 
which took the form of shares in the 
Great Northern Iron Ore Properties, 
was 88%. Stockholders who sold out 
around the high price not only got the 
melon, but a hundred points to boot. 
Great Northern Iron Ore Properties did 





not stay long in the neighborhood of 88, 
but declined in the following year to 36, 
and every year since the shares have 
sold in the 20’s, making 22% on July 30, 
1914. 

From this it will be seen that the 
melon was contained in the price of 160; 
that more than the melon was in the 
price of 348, and now with Great North- 
ern at 114 and the Ore Properties at 22, 
it has shrunk 212 points from its record 
high. 

These melons are very often planned 
years in advance. Insiders, who know 
better than any one else the equities 
latent in the respective properties, often 
accumulate stocks of the melon-cutting 
variety for the very reason that they ex- 
pect to make a distribution when the time 
—and the melon—is ripe. Every great 
bull market revolves around some spec- 
tacular incident or group of such inci- 
dents. The imagination of the public 
must be fired, and nothing serves better 
for this purpose than an extra distribu- 
tion of some sort. 

Another reason why insiders buv 
prospective melon-cutters in such mar- 
kets as the present, is that they can 
usually make their purchases at prices 
which yield a liberal return on ordinary 
dividends, with no extra charge for equi- 
ties. This is the case with a number of 
stocks at present. You can buy them at 
a price to net from six to seven per cent., 
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with future melons thrown in for good 
measure. When the next bull market 
comes along, one or more of these good 
things will be thoroughly exploited and 
used as a magnet to attract outside 
buyers. 

The list of stocks in this class is not 
as large as it was, for numerous reasons. 
Railroads are not making much money. 
Both railroads and industrials are rather 
concealing their large earnings or equi- 
ties where such exist. Some distribu- 
tions have already been accomplished 
and “the mill will never grind again 
with water that is past.” However, there 
are sufficient stocks in the prospective 
melon class to give us a fair selection, 
and with this in mind we will run over 
the main points of those which are in- 
cluded. 

Union Paciric has distributed its 
holdings of Baltimore & Ohio, but it still 
owns as an investment some $10,000,000 
Alton preferred, $4,000,000 Chicago & 
North Western common, $2,000,000 St. 
Paul preferred, $22,000,000 Illinois 
Central, $6,000,000 New York Central, 
$5,000,000 Railroad Securities Company. 
Most of these holdings represent a big 
loss, which has been charged off. It is 
possible, however, that they may be dis- 
tributed to Union Pacific stockholders at 
some time in the future. 

There should be, in addition, an equity 
in the Union Pacific Land Company, but 
a distribution of this is almost too re- 
mote for consideration. The Union Pa- 
cific has also a large amount of cash 
arising from the sale of its Southern Pa- 
cific holdings, but this is likely to be held 
until the government’s Southern Pacific 
suit is disposed of. Union Pacific, there- 
fore, may be considered in the likely 
class, with no immediate prospects. 

CANADIAN Paciric is rather a prolific 
melon-cutter, the maximum value of its 
rights for the past twelve years having 
been $93 per share, or an average of 
nearly $8 per annum. This company has 
still a very large equity in its lands and 
has no doubt been concealing earnings 
for several years past. Land sales 
should result in extra dividends from 
time to time, or an increase in the pres- 
ent amount which is being paid out of in- 
come therefrom. Canadian Pacific’s ten 
per cent. dividends are officially stated as 
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seven per cent. from railroad earnings 
and three per cent. from special income, 
which, it is understood, arises largely 
from sales of land. As its territory is 
developed, the remaining tracts of land 
will become more and more valuable. 
New issues of stock are of almost yearly 
occurrence with Canadian Pacific. In 
1912 the maximum value of rights was 
21 points ; in 1913 nearly 20 points. Even 
one-half or one-quarter of this amount 
on the average for the next two years 
would make it worth while to buy Cana- 
dian Pacific at these prices. 

SouTHERN Paciric affords at present 
the best combination of low market price, 
liberal income yield, big equities and 
prospective melons. An article in this 
magazine for May and June last thor- 
oughly explained these possibilities. 

NorTHERN Paciric has a half interest 
in earnings and equities in the Chicago, 
Burlington & Quincy Railroad, from 
which an extra distribution may be ex- 
pected at any time. Its 1913 balance 
sheet showed land holdings of 9,306,407 
acres. The average price received dur- 
ing that year was about $6 an acre. 
Here we have an equity of $55,000,000. 
This land will probably increase in value 
each year and the net amount received 
therefor may easily double the above 
estimate, but this distribution is likely to 
be spread over a series of years. Never- 
theless, it is contained in the present 
price of the stock. The Northwestern 
Improvement Company has been a 
source of recent additional income from 
which another melon may be derived. 

READING sells at a comparatively high 
price for an eight per cent. stock, but 
there is no prospect of a melon being cut 
by this company unless it is forced to do 
so by a Supreme Court decision. 

Great NorTHERN always has a melon 
up its sleeve. It owns a number of pro- 
prietary companies, chiefly railways, a 
half interest in the Chicago, Burlington 
& Quincy Railroad, a half interest in the 
Spokane, Portland & Seattle Railway 
System, for advances to which it will re- 
ceive $20,000,000 in stock and $30,000,- 
000 in first mortgage bonds. 

Great Northern also has interests in 
coal and iron properties in the northwest, 
so that it is possible for a melon to come 
from any one of several directions. In 














1913 it sold about 17,000 acres at an 
average of over $13 per acre, but there 
is no possibility of a big distribution 
from this source, as its remaining land 
holdings are not large. 


INDUSTRIALS. 


GENERAL ELecrric at the end of 1913 
had a total surplus of $17,000,000, equal 
to over 16 per cent. on its outstanding 
stock. 

PULLMAN has a good record for dis- 
tributions in the past, but nothing in this 
line seems imminent. 

AMERICAN TELEPHONE & TELEGRAPH 
occasionally issues rights which have 
small value. These would hardly be 
worth while considering at present. 

INTERNATIONAL HARVESTER OF NEw 
Jersey, with a total surplus as of Decem- 
ber 31, 1913, amounting to $19,608,798, 
to which should be added the reserve 
accounts and book values mentioned in 
our July number, promises a very con- 
siderable distribution in the course of 
the next few years. Considering its 
earning power and these equities, it is 
one of the most attractive industrials in 
this class. 

SEARS RoEBUCK as a_ prospective 
melon-cutter has few equals. The pos- 
sibilities in this company were explained 
in our April number. 

ConsoLtipAtep Gas (N. Y.) has a 
total surplus equal to about 12 per 
cent. and numerous valuable equities 
in its real estate and among various 
holdings of its subsidiary companies. 
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To sum up, we regard the following 
stocks as affording the best opportunities 
when judged from this standpoint: 
Southern Pacific, Canadian Pacific, 
Great Northern, Northern Pacific, Har- 
vester of N. J., and Sears Roebuck. 

We might add that the Chain Store 
stocks, such as Woolworth, Kresge, 
United Cigar ‘Stores and _ Riker- 
Hegeman, should also yield very satis- 
factory results in this respect, but these 
are not widely enough distributed nor 
large enough issues to warrant their be- 
ing used as a basis for spectacular bull 
campaigns. For this reason they are not 
so desirable. As explained in the case 
of Great Northern at the beginning of 
this article, the mediums by which specu- 
lation is stimulated often rise to a level 
far exceeding the value of the prospect- 
ive melon, and it is therefore wise to 
favor such a stock. 

While long range predictions are often 
nullified by unforeseeable events, it is 
well to remember these facts: That the 
most powerful stock market interest in 
Wall Street is now the Standard Oil- 
Kuhn Loeb-City Bank party. This inter- 
est controls Southern Pacific, which has 
recently been heavily liquidated by its 
former owner, Union Pacific. Accumula- 
tion of a very large line of Southern 
Pacific, which as we have said yields a 
liberal return and contains the juiciest 
of melons, is at least quite within the 
range of one’s imagination, and it would 
not surprise us if this stock were made 
a leader in the next great bull market. 
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How to Place Odd Lot Orders 


Some Suggestions Based on Statistical Analysis 
of the Stopping Points 














AVE you ever noticed what a 
habit people make of placing 
buying orders at round figures? 

This is especially true with regard to 
their buying orders in times of panic. An 
investor who is buying on a five point 
scale and who expects Steel to sell at say 
30, will never think of placing his orders 
any other way than 50, 45, 40, 35 and 
30. He does not realize how much bet- 
ter his chances would be if he would 
change these figures to 46, 41, etc. or to 
45%, 40%, etc., for most of the other five 
point scale buyers in the country are 
using the round figures, thus creating a 
strong buying demand at these points. 

A year or two ago, John Muir & Co., 
who are prominent in the odd lot trade, 
made a statistical analysis of 2,230 stop- 
ping points in the movements of certain 
stocks. The result in round percentages 
was as follows: 

31% of the movements stopped at the full figure 
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From this it will be seen that the 
strongest resistance is at the full figure, 
for nearly one movement out of three 
stopped at that. The next strongest re- 
sistance is at the %, and next in popu- 
larity come the 4% and 34. Thus 77% 
of the small swings stop at the full half, 
and quarter and three-quarter figures. 

The least resistance is at the %, %, 
5% and 74, which, combined, account for 
only 23% of the total. 

Now how can we turn this idea into 
money? By placing our buying orders 
just above these strong resistance points 
and our selling orders just under, par- 
ticularly if we wish to deal in odd lots. 
If the low price of a stock is 60, you are 
sure to have your order executed if your 
odd lot or hundred share order is placed 
at 60%. You will not get it if your limit 


is 60 on an odd lot. You may secure 
a 100 share lot and you may not. It de- 
pends on the supply and demand at that 
figure. 

In placing a stop the best protection 
is assured by putting it just under the 
full figure or the %. In realizing, your 
orders should favor the % and % rather 
than the full figure or the %4, because 
the selling orders are found in greatest 
abundance at the full figure and the %. 

Many a good profit has been lost 
through failure to observe this important 
point, and many a person has been hung 
up because he held out for the particular 
full figure which he desired to realize. 

Personally we favor buying and selling 
“at the market” when it is time to act, 
because this method surely gets you in 
or out and a small fraction does not 
stand between you and the particular 


thing you want to accomplish. 
* * * 


A Fallacy 
ys HERE is an old Wall Street saying: 


“Earnings create dividends ; 
dividends make values ; 
values govern prices ; 
therefore by watching earnings 
you can forecast prices.” 

This is a fallacy. ' 

You cannot as a general rule forecast 
prices by watching earnings. 

Show me the man who forecasted the 
July break by this method. I mean the 
break that happened just before the Ex- 
change closed. 

Of what use were earnings, dividends 
and values in 1901, 1903 and 1907? 

Conditions which cannot be forecasted 
or measured often dominate the situa- 
tion. We are at present undergoing a 
very painful illustration of this point. 
At such times it is not a question of earn- 
ings, dividends or values. It is what you 
get for it that counts. 
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To be sure, a knowledge of earnings such a time, but these factors are of no 
and dividends will be found of vast as- permanent value in forecasting prices 
sistance in selecting the right stocks at over a series of months or years. 





Five Hundred Dollar Bonds 
A Few Issues of This Class Suitable for the Small Investor 











Railroad 
Atchison, Topeka & Santa Fe gen. mtg...............+.:: 4 1995 
cs can cnenhuassesbanen 3% 1925 
ee ae ee  .  .  cuueaduneseadeuacebeaaan 4 1938 
er a I on. nda samen enabanas 44 2013 
Southern Pacific & Central Pacific Collat.................- 4 1949 

Public Utility 

peas Gitene: Dek, “Cay BOb- Gis 2. wisn de sdicccdccdeeed 5 1924 
a ee en NE SP se cen ccddndesticdeccucnetes 4% 1939 
a ae a en a eee 4y, 1934 
es SD: - DUD GE: aac Sad o cee csh SSS ahe ce csvaes 4 1960 

Industrial 
a ee 4 1948 
ees eee, Beh: Be, Bb OR. ok inka sc enedicinn sxtvectovesiad 5 1942 
ES SNR A ii ei bens  wuidbin gabe sentaesebens 5 1952 
Unined States Stedl Corporation O6......ccccccvcccdcccccccess 5 1963 








The Baby Bond 











The Baby Bond no longer prattles; it talks. 

The Baby Bond is growing so fast that its influence is entirely out of 
proportion to its size. 

When ten Baby Bonds come into existence one big bond disappears per- 
manently from the floating supply. 

Baby Bonds, grudgingly tolerated, were first obtained by conversion. Now 
they are being put out by original creation. 

He is poor in judgment, who, waiting for the time when he can buy a 
thousand dollar bond, does not make the steps upward clean cut and decisive 
through buying $100 bonds. 




















Oil Investments from a Practical 
Standpoint 


IlI—Refining 
By JO. P. CAPPEAU, Jr. 














[Those who hold or intend to invest in oil stocks, will find in this series 
valuable foundation facts which will enable them to better understand the 
principles upon which success is based. ] 


HERE are probably more technical 
considerations, very hard to ex- 
plain to the uninitiated, in the 

choice of a refining company stock than 
occur in any other branch of the oil busi- 
ness, and the comparatively hard and 
fast rules that can be laid down for pro- 
ducing and transportation companies 
will not apply. There are a number of 
elements of almost equal importance in 
making an investment in a refinery and 
they are so interrelated and interdepend- 
ent, that even an expert, when inter- 
viewed on the subject, will say: “It de- 
pends” so many times that one would 
think it a refining habit. 

Although the oil business is practically 
dated from the discovery of the Drake 
well in 1861, the refining end of the busi- 
ness in this country goes back as early 
as 1849 when S. M. Kerr succeeded in 
manufacturing a fair article of illuminat- 
ing oil from crude. In 1854 he built the 
first refinery in Pittsburgh with a capac- 
ity of five barrels per day. The chemists 
of those early days were familiar with 
the value of petroleum, but most of the 
efforts were directed toward obtaining 
distillates from coal and shale, but by 
1860 there were fifteen different refiners 
manufacturing illuminants from crude 
oil, though in a very primitive way. 

The first refineries of any importance 
for handling crude oil only were located 
at Cherry Run and Corry, Pennsylvania, 
and were both built in 1862. In 1868 
there were 48 refineries in Pittsburgh 
alone with a capacity of 37,000 barrels 
of refined per week, while five years later 
there were 101 refiners in the whole 
country with a capacity of 47,000 bar- 


rels per day, greatly in excess of the 
crude supply. In 1880 there were 86 re- 
fineries, and in 1889 this had increased 
to 105. 

The actual process of refining crude 
petroleum may be most briefly stated as 
a distillation, a continuous heating and 
cooling whereby at different tempera- 
tures, different products are drawn from 
the stills. The first products are the 
light non-burning oils, benzine, gasoline, 
and naphtha, then comes what the refiner 
calls burning oils, the public kerosene 
and the jobber Prime White and Water 
White, the difference coming in the 
secondary treatment. Next comes the 
gas oils, used in the manufacture of arti- 
ficial gas, then a paraffine base oil, 
that is called wax distillates. These wax 
distillates give the paraffine wax of com- 
merce on treatment and the residue that 
is known as cylinder stocks and neutral 
stocks, the basis of heating and non- 
heating lubricating oils. The remaining 
products are of little interest outside the 
trade, but run all the way to vaseline and 
alboliene, which retail for about 30 cents 
an ounce in the drug stores. 

In selecting an investment in a refin- 
ing company already in operation or, for 
that matter, one which is still on paper, 
the following majn points will receive 
the most careful attention of the experi- 
enced refiner. The grade of crude oil 
used, the supply of same, how obtained, 
the future of the supply, the equipment 
of the plant, shipping facilities, supply 
of fresh water, markets for the refined 
products, competition from other refin- 
ers, trade marks and last but not least 
the actual location of the refinery in 

















question. As all these points are inter- 
locking. For instance the value of the 
equipment depends entirely on its being 
best adapted to handling the crude in 
use, while the value of the grade of crude 
used depends on its accessibility and a 
reasonable certainty of a future supply. 
At the same accessibility to the supply of 
crude may be more than counterbalanced 
by better shipping facilities and markets 
at a more distant point. 

Other things being equal, the aver- 
age refiner will admit that a plant lo- 
cated with tidewater connections has a 
great advantage over its inland competi- 
tor. (Before going further, it might be 
well to state that a refinery dependent 
upon tank car shipments for its supply 
of crude cannot compete with others in 
the same district which have pipe line 
connections so that in the further dis- 
cussions in this article, it will be under- 
stood that the refineries have pipe line 
facilities.) The advantages of a sea- 
board location are two fold: (1) advan- 
tage in disposing of surplus products 
to foreign trade in dull times and (2) 
in securing crude deliveries by tank 
steamers. This latter point has been of 
minor importance in the past but the 
large exports of Mexican oil within the 
last few years and the fact that a great 
deal of light oils from Texas and Louis- 
iana were being laid down in New York 
during the present year at prices that 
practically prohibited the further use of 
Eastern crude at the top markets then 
prevailing, have drawn more and more 
attention to this method of securing 
crude. While it is true that shipments 
of crude by rail in comparison with re- 
fined, owing to refining and other losses, 
are impracticable, the same does not 
apply to water shipments, and unless 
there is a fairly good market near at 
hand—where shipments can be made by 
water—it is economy to transport the 
oil in its crude state. The constant 
search for oil all over the world and 
the fact that it generally has been dis- 
covered in large quantities in sparsely 
inhabited regions or where the refined 
markets are poor, lends additional im- 
portance to tidewater locations for re- 
fineries. If a refinery is located inland, 


the selection of same depends on a num- 
ber of different elements which can best 
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be discussed in details under separate 
heads. 

While the oil producer will tell you 
that the price of crude oil is governed 
by the law of supply and demand in this 
or that particular field, the refiner will 
tell you that the price depends on 
what he can get out of that particular 
grade of crude. He will say that Penn- 
sylvania grade oil is the “best oil in the 
world.” In other words the refiner can 
secure more different products from 
that which is known as Eastern Crude 
and a larger proportion of the particular 
products that make him the most money. 
However, there are refineries operating 
and making money, using practically 
every grade of crude oil produced to- 
day, so that the matter narrows down to 
the equipment of the plant being suit- 
able for the crude used and question 
of the accessibility and future of the 
supply. 

Refining methods have made remark- 
able strides within the past few years 
and a refinery built ten years ago, un- 
less it has been constantly improved, will 
show increased costs over a modern 
plant. As refining costs are all lumped 
and the total divided by the number of 
gallons run, it is obvious that other 
things being equal, the plant with the 
largest crude capacity will be the 
most economical. Another factor in a 
large plant is that with its large gallon- 
age, it can afford to put in special re- 
fining apparatus, which will enable a 
number of more profitable products to 
be obtained than can be secured by a 
smaller plant which cannot afford the 
expensive equipment. It takes a very 
large run of crude to secure sufficient 
distillates to make the operation of the 
special machinery profitable. However, 
like any other plant, a refinery must run 
to capacity to obtain the minimum oper- 
ating expense. 

At this point, where we have prac- 
tically granted that the larger the re- 
finery the better the chances, the ques- 
tion of a sufficient supply of crude, the 
future of the same and the marketing of 
the refined products enter in, Other 
things being equal, there is no question 
but that the nearer the supply of crude, 
the more the profits. 

The question of a future supply of 
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raw material is most important, not only 
as regards the working of the refinery 
but also with regard to the equipment. 
A refinery using crude from a field with 
a future, where there are possibilities of 
holding or increasing the present pro- 
duction by opening up new pools would 
have the call on one using crude from 
an old field which is slowly declining 
with no chance of much new produc- 
tion. In the latter case it would mean 
that the refiner must look elsewhere for 
sufficient crude to keep his refinery 
working, entailing increasing transpor- 
tation charges and in a number of cases, 
expensive changes in equipment to han- 
dle the new crude. 

As to the marketing end, it is appar- 
ent that refineries on the coast, having 
both rail and water facilities, will have 
the advantage of the one depending on 
rail alone. In an inland refinery, the 
railroad facilities are of prime import- 
ance in marketing. As has been pointed 
out before, in comparison with rail 
transportations, pipe line charges are 
practically negligible up to a certain 
point and it is therefore often good pol- 
icy to locate a refinery where it will 
have three or four railroads and take a 
good general freight rate in its market- 
ing territory, rather than to place it 
nearer the supply of crude with inferior 
shipping facilities. 

To a practical refiner, the supply of 
fresh water is a point of great interest. 
To the uninitiated, it is astounding the 
importance this fact bears, but a survey 
of the largest refineries in this country 
will show that they are practically all 
located either on large rivers, the Great 
Lakes, or the seaboard. One of the larg- 
est independent refining companies in 
this country whose biggest plant is lo- 
cated on the Gulf of Mexico, had to 
spend an exceedingly large sum of 
money in rebuilding their entire power 
plant and installing expensive electrical 
equipment just on account of this item 
of fresh water failing. Fuel is also im- 
portant, and a cheap supply of fuel oil 
or preferably cheap natural gas is a big 
advantage. 

That trade marks play an important 
part in the oil business is just as true as 
it is in any other industrial, and once 
established, these act as advertising and 
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The 
advent and development of the motor 
car has been a wonderful help to the 
refining business and the names of Mo- 
biloil, Red Crown Gasoline, Gargoyle 


selling agencies for the refinery. 


Oil, Havoline Oil, Polarine, Texaco 
Products, Zeroline are household words 
among the motorists. Nearly all the 
larger refineries have established mar- 
keting organizations of their own and 
in a number of cases with foreign of- 
fices. In districts of keen competition, 
retail supply stations and tank wagons 
are even maintained. Experience has 
shown that the competition of one or 
two large refineries is less to be feared 
than that of a number of small refin- 
eries. As small refineries, to date, have 
been compelled to furnish their own pipe 
line facilities, they naturally have located 
as near the crude supply as possible and 
it is here that the keenest competition 
and price cutting occurs. In establish- 
ing a new refinery the question of trade 
marks and the necessary campaign to 
get same established is often a serious 
matter. 

The question often arises: If the pro- 
ducers are making money and the pipe. 
line also, why should not a refinery own 
its own production and pipe lines? 
There are advantages and disadvantages 
in this that have and will cause endless 
discussions. Results would tend to show 
that to the refinery having its own pro- 
duction and pipe line, the reduction in 
cost of raw material will run from 50 
per cent. up. A number of companies, 
notably the Standard Oil Company of 
California, the Gulf Oil Corporation 
and the Texas Company have been most 
successful in this line. However, the 
initial cost of a pipe line of sufficient 
capacity to supply a refinery of large 
enough gallonage to insure the success 
of the special machinery necessary to a 
modern plant, will be in itself a very 
considerable expense and the further 
outlay to buy producing properties will 
run the initial cost of the undertaking 
into such large figures that it makes 2 
very heavy load on the refinery. In 
addition, the constant search for new 
production to keep the refinery supplied 
entails considerable expense, not to men- 
tion the risks of the producing business 
which could easily wipe out the refinery 
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profits. Again there will be constant 
extensions of the pipe lines if the new 
production is to be reached, and taken 
altogether it adds an element of risk that 
removes the refinery out of the strictly 
industrial investment class. A privately 
owned pipe line is a necessity where 
trunk lines are not available and the 
usual method is for the refinery to pur- 
chase the crude direct from the pro- 
ducers and transport it to the refinery 
in its own pipe lines. Unless a new com- 
pany has more than usually large re- 
serve funds, as a general rule, it should 
leave the producing end of the business 
alone. 

The question of profits is one that 
cannot be gone into too deeply without 
a long discussion, as they vary with the 
grade of crude used, the consequent 
products obtained, the law of supply 
and demand for the products and dif- 
ferent economic changes that are con- 
stantly taking place in this country and 
abroad. Whereas in the early days, the 
burning oils were the chief source of 
profits and “refined” came to mean 
Prime White and Water White kero- 
sene, the development of the explosive 
engine brought a demand for lubricants 
and for a while large returns were ob- 
tained. Later, the automobile brought 
gasoline to the front. Fuel Oil was in 
demand for a while but the large im- 
ports of heavy Mexican crude and Cali- 
fornia low grade oil took this source of 
profit away from the refiner who had 
been simply skimming, taking off the 
lighter products, of Western crude. 

The general public probably over- 
estimates the profits that come from 
straight refining. While it is true that 
a number of the larger companies in the 
Standard Oil group which are classed as 
refiners and several of the more impor- 
tant independent companies have shown 
large profits, investigation will show that 
a large proportion of their income was 
derived either from sources outside of 
the refinery proper, such as producing 
and transportation, from well advertised 
specialties or control of special proc- 


esses; but in some cases it is due to ex- 
ceptionally favorable locations. The 
following figures (average for 1913) 
are the profits per barrel for a small 
independent refinery from straight runs 
and although the larger plants may show 
slightly higher figures, the average will 
be much alike. Naturally there are 
times when these figures have been ex- 
ceeded or decreased due to market con- 
ditions for refined products and price of 
crude oil. Profits from Pennsylvania 
grade oils to the refiners ran around 25 
cents per barrel, (for every barrel of 
crude run through the stills), 30 cents 
from Trenton Rock oil, 31 cents on IIli- 
nois oils and 40 cents on Oklahoma 
crude. The above figures will hardly be 
equaled by independent refiners for the 
first six months of this year owing to 
market conditions for refined. 

New companies entering the business 
at the present time should start with 
ample capital in order to equip their 
plant with every modern improvement, 
to start and maintain an active selling 
campaign, and a large working capital 
to tide them over slack times. The com- 
petition among refiners has become so 
keen that the equipment is of prime im- 
portance, and only the most modern 
plants can show profits. The question 
of marketing has become so strenuous 
within the past few years that the larger 
companies are cutting more and more 
into the middleman, through the estab- 
lishment of retail supply stores, tank 
wagons, etc. In addition they are put- 
ting up their products in more attractive 
shape and in small quantities that will 
sell readily to the individual. The im- 
portance of brands and trade marks has 
already been touched on and a new com- 
pany will have to be prepared to spend 
considerable money to get same estab- 
lished. Tank cars for shipment of the 
refined products are practically a neces- 
sity to the refiner as the supply by the 
railroads and tank car lines is ont 
equal to the demand, and prompt 
shipments have become practically a 
necessity. 
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Monthly Net Earnings 





HIS table gives the returns of the principal railroads down to latest dates available, 


should be studied in connection with the “Bargain Indicator,” which shows annual results 
and the “Investment Digest,” where other details of earnings will often be found. 


Atch., Top. & S. Fe........ July 
Atlantic Coast Line........ July 
Baltimore & Ohio.......... July 
Boston & Maine........... July 
Buff., Rochester & Pittsb...July 
Canadian Pacific ........... July 
Central of Georgia......... July 
Central R. R. of N. J...... June 
Chesapeake & Ohio......... July 
Chicago & Alton........... July 
Chic., Burl. & Quincy...... July 
Chic, Gt. Western.......... July 
Chic., Mil. & St. Paul...... July 
Chic. & Northwestern...... July 
Cleve., Cin., Chic. & St. L..July 
Colorado & Southern....... July 
Delaware & Hudson........ June 
Del., Lack. & Western...... July 
Denver & Rio Grande...... July 
MOR S¥ee ceeccdcncdedecseces July 
Great Northern ........... July 
Hocking Valley ........... July 
Illinois Central ............ July 
Kansas City Southern....... June 
Lake Erie & Western...... July 
Lake Shore & Mich. So....July 
Lebigh Valley ..........+. July 
Long Island .........++.+: July 
Louisville & Nashville...... July 
Michigan Central ......... July 
Minn. & St. Louis.......... July 
Minn., St. P. & S. S. Marie.July 
Mo., Kansas & Texas....... July 
Missouri Pacific ........... July 
National Rys. of Mexico§...June 
N, Y. Cen. & Hud. River...July 
N. Y., Chic. & St. Louis...July 


N. Y., New Haven & Hart. .July 
N. Y., Ont. & Western.....July 








Norfolk & Western........ July 
Northern Pacific .......... uly 
Pennsylvania R. R...... .+-July 
Pere Marquette .........++ ne 
Pittsb., Cin., Chic. & St. L..July 
Reading GR, epcccsccccesces uly 
tock Island. BABSB. cccccccvs uly 
Seaboard Air Line......... uly 
st. Louis & San Francisco...June 
t. Louis Southwestern..... uly 
Southern Pacific ........... uly 
southern Railway ... .-July 
Texas & Da accncce -++-July 
Tol., St. L. & Western...... uly 

nion cogeosescer -+-July 
wy abash pe oocseee Sa 

estern Ma seeeesjuly 
Wheeling Marian Erie.... -July 


~~ *Fiscal year ends June 30. ft Fiscal year ends Dec. 31. 


Current 
month. 


316,391 
2,272,021 
842,145 
229,475 
3,778,446 
310,324 
760,116 
935,019 
294,917 
2,751,719 
213,140 
2,383,898 
1,915,745 
855,547 
184,114 
727,112 
1,312,222 
436,664 
1,257,933 
3,280,139 
108,486 
706,341 
404,034 
151,784 
1,381,474 
918,097 
659,637 
1,070,336 
805,455 
197,518 
467,135 
750,219 
1,408,896 
73,583 
2,243,513 
240,584 
1,872,281 
361,866 
1,088,166 
1,645,746 
3,560,883 
def.16,431 


143, 1302 


Change from 
last year. 


+ $440,887 
—18,937 
—367,819 
—242,828 
—78,657 
— 338,347 
+141,025 
—157,455 
+ 58,898 
—15,062 
+ 160,548 
—108,755 
+153,629 
+65,661 
+638,426 
—84,214 
—27,283 
+19,240 
+53,985 
—186,509 
—252,747 
—136,206 


+25,273 
+ 126,370 
+142,261 
+3,079 
—11,619 
+17,814 
+135,685 
—197,057 
—202,414 
+114,296 
—28,146 
+4,302 
—72,395 


—136,410 
—344,476 
—14,122 
+200,272 
+7,872 
+54,018 


—32, 565 


Fiscal yr. 
to date. 


$2,871,471* 
316,391* 
2,272,021* 
842,145* 
229,475* 
3,778,446* 


2,751,719* 
213,140* 
2,383,898* 
1,915,745* 
2,044,886F 
184,114* 
3,151,115T 
1,312,222* 
436,664* 
1,257,933* 
3,280,139* 
108,486* 
706,341* 
4,083,133* 
610,686T 
7,201,341f 
918,097* 
1,707,3207 
1,070,336* 
4,258,533F 
197,518* 
467,135* 
750,220* 
1,408,896* 
2,286,610* 
11,586,333T 
840,142f 
1,872,281* 
361,866* 
1,088,166* 
1,645,746* 


18,254,515¢ 
def. 1,762,145* 


143,302* 


Stock outstanding 
(in millions). 
Change from 


last fise. yr. Pref. Com. 
+ $440,887 114 196 
—18,937 eee 67 
—367,819 60 152 
—242,828 3 39 
—78,657 6 10 
—338,347 78 260 
+141,025 15 5 
—2,411,626 None 27 
+58,898 ees 62 
—15,062 19 19 

+ 160,548 None 110 
—108,755 44 45 
+153,629 116 116 
+65,661 22 130 

— 24,543 10 47 
—84,214 Ist, 8; 2d, 8 31 
—1,145,990 None 42 
+19,240 None 42 
+53,985 49 38 
—186,509 Ist, 47; 2d,16 112 
—252,747 230 None 
—136,206 None 11 
—62,139 None 109 
+23,981 21 30 
+5,297 11 il 
—3,203,159 None 49 
—91,092 coe 60 
+117,816 None 12 
+126,370 None 72 
—1,166,656 None 18 
+3,079 6 15 
—11,619 12 25 
+17,815 13 63 
+135,685 None 82 
—18,839,726 ist, 57; 2d,240 149 
—1,655,397 None 225 
—497,076 Ist, 5; 2d, 11 14 
—28,146 None 157 
+4,302 None 58 
—72,395 23 107 
—136,410 None 248 
—2,761,089 None 499 
—4,750,586 12 14 
+1,117,480 27 37 
"+7,872 Ist, 28; 2d,42 70 
+54,018 50 90 
+7,542 23 7 

— 3,406, oat Ist, 5; 2d, 16 29 
—18,0 2 19 16 
—135,495 None 272 
—38,154 60 120 
+56,117 None 38 
18,754 10 10 
—21,275 99 222 
+43,562 39 53 
19,967 10 49 
—32,565 Ist, 5; 2d, 12 20 


§These results are in Mexican currency. 
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HE items below are condensed from leading financial and investment publications 

and from official sources. Neither “The Magazine of Wall Street” nor the authori- 

ties quoted guarantee the information but it is from sources considered trustworthy. 

We endeavor to present in a few words the essential facts in regard to each company, 
For additional earnings, see also “Bargain Indicator” and “Monthly Net Earnings.” 


American Agricultural Chemical.—AN- 
NUAL REPORT yr. ended June 30, shows 
earnings of 7.6% on $18,330,900 common 
stock against 5.3% previous yr. Manufac- 
turing profits were $3,866,000 against $3,- 
060,000 in 1913 and $2,850,000 in 1912. Sur- 
plus after div. was $8,492,000 against $7,- 
823,000 in 1913. Directors say 4% common 
div. is safe. Cotton acreage may be cur- 
tailed next year, but only about 20% of 
Co.’s business is in the South, as against 
75% for some competitors in fertilizer 
business. 


American Beet Sugar.—HIGH SUGAR 
PRICES, if maintained, would enable Co. 
to reap amazing profits this yr.—possibly 
40% or 45% on common stock. This is 
based on 7%c. for refined, on which cost of 
production would be about 3.3c. Last yr. 
Co. produced over 180,000,000 Ibs. and will 
probably come within 10% of that total this 
yr. Condition of sugar beet Aug. 1 was 
92.4% of normal, a yield of about 10.3 tons 
per acre. Abandonment is usually about 
10%, which would give 4,826,000 tons of 
sugar beets against 5,659,000 in 1913. On 
the other hand, we usually import about 
16,000,000 Ibs. of sugar beet seed yrly., and 
there is now in the country not more than 
¥% to % enough seed for 1915 crop. Two 
years are required to produce beet seed. 


American Can.—TINPLATE REQUIRE- 
MENTS of Co. are covered for remainder 
of 1914 by contract with U. S. Steel. Big 
source of tin supply in British Mines in 
straits of Malacca, not available until for- 
eign exchange is resumed. Result has been 
advance from 30c. to 70c. a lb. on tin. This 
means increase of 50% in cost of making 
cans and solder is also higher. Co. has not 
yet advanced prices on cans, but of course 
will have to do so if present tin situation 
continues. 


American Car & Foundry—SOUTHERN 
AMERICAN BUSINESS will be actively 
sought by this Co. Heretofore Germany, 
Belgium and England have had things their 
own way, and have supplied South America 
with both cars and money to pay for their 
purchases. Banking facilities are an impor- 
tant part of the problem, as ready cash is 
scarce there. 


American Cotton Oil—LARGE EX- 
PORTS are expected, and order having 
been already received from French Govern- 
ment. France will not export Olive oil this 
yr. and Italian crop is below par, while 
Spain and Austria have declared embargo 
on olive oil so that American Cotton Oil 
is likely to be used as a substitute. Fiscal 
yr. ended Aug. 31 showed earnings about 
3% on common against 3.4% previous yr. ~ 


American Hide & Leather—ANNUAL 
REPORT shows only 0.8% earned on pref. 
against 3.6% in 1913. Operations are now 
about 40% of capacity, against 75% last 
June, having been curtailed because of the 
war. Prices have been advanced from 10% 
to 20%, to keep pace with increased cost 
of hides. 


American Light & Traction—EARN- 
INGS yr. ended June 30 increased $36,000. 
Owing to Co.’s policy of declaring 10% in 
common stock and 10% cash, div. require- 
ments increase each yr. Balance for com- 
mon equaled 24% on amount outstanding 
at close of yr. Co. is well supplied with 
cash and other current assets. 


American Locomotive—ANNUAL RE- 
PORT showed very poor business for the 
year. Total of locomotive orders was $14,- 
454,000, or only 25% of Co.’s capacity, and 
orders on hand at end of yr. were only $4,- 
162,000 against $17,156,000 at beginning. 
Orders were taken at very small profit in 
order to keep plants running. Plants now 
operated about 29% capacity. Automobile 
department now mostly liquidated. Balance 
for common stock 1.3% against 17.7% 
prev. yr. 


American Malt.—EARNINGS for fiscal 
yr. ended August 31 will justify semi-annual 
dividend of $1.24 on pfd. stock of sub-Co., 
American Malting, equal to $2 on American 
Malt pfd., the holding Co. Current working 
capital about $5,000,000. Original issue of 
$4,000,000 bonds will have been reduced 
through sinking fund to $2,315,000 when the 
bonds mature Dec. 1 next. 


American Smelting & Refining —EARN- 
INGS for 6 mos. ended June 30 were 3.9% 
on the common stock, which compares with 
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4.1% for corresponding mos. of 1913. The 
properties of the Co. were well maintained, 
but difficulties of operation were encoun- 
tered during the Mexican revolution. 


American Steel Foundries—SIX MOS. 
business ended June 30 resulted in deficit 
of $188,000. 


American Sugar—BIG RISE in price of 
raw sugar from 2c. to 5%c. in less than 
3 wks. meant not less than $8,000,000 profit 
to Co., or 18% on the $45,000,000 common 
stock. The half yr. to June 30 showed con- 
siderably more than regular 34% divs. on 
stock. Prospects are that Co. will run at 
capacity for a mo. or two later than usual 
this fall. Co. endeavored to check advance 
in prices and its figures have been fully Mc. 
a lb. below its rivals. There has been a 
good deal of anticipatory buying and offi- 
cials believe price must recede, especially 
when beet sugar crop reaches eastern 
markets. 


American Tel. & Tel.—CONSTRUC- 
TION EXPENDITURES are being cut as 
result of war. Bell system has received 
some cancellations in business services. 
When war broke out Co. had about $50,- 
000,000 cash in treasury and this will be 
carefully husbanded. 


American Woolen.—EFFECT OF WAR 
has been to shut off foreign competition 
more completely than any tariff could have 
done so that Co. now has domestic markets 
to itself. This is especially important on 
high grade fabrics where English competi- 
tion would have been severe. On medium 
grade goods Co. has more than held its 
own since new tariff. 


At Topeka & Santa Fe.—CON- 
GESTION OF GRAIN at Galveston is in- 
terfering with current earnings, thousands 
of cars being tied up along the lines. For 
yr. ended June 30 Co.’s gross was $5,786,000 
below last yr., and taxes increased 000, 
but expenses decreased over $4,000,000. Co. 
earned about 7.5% on $195,000,000 common 
against 9.5% on $190,836,000 common pre- 
vious yr. Average mileage operated last 

r. gained 158; in five years increase has 

een 1,113 miles. Very little new work 
now on hand. 


Atlantic Coast Line-——EARNINGS yr. 
ended June 30 totaled $36,832,000 gross, an 
increase of $709,000 over prev. yr., but 
heavier taxes and larger expenditures on 
maintenance more than consumed this gain 
so that balance available for divs. was about 
10% on $68,558,000 common stock. 


Atlantic, Gulf & West Indies—AMERI- 
CAN REGISTRY for foreign built ships 
would be unjust to this Co., as they cost 
33% to 40% less to build than the American 
= which exclusively make up Co.’s fleet. 
Mallory line, for example, has put in commis- 


sion 2 new steamers costing $1,240,000, or about 
$340,000 more than if built in England. On 
this $340,000 of increased capitalization Co. 
must stand 6% int., 4% depreciation and 3% 


marine insurance, or $44,000 yrly., which 
must come out of operating expense of the 
two steamers before Co. can be placed on 
equality with foreign built boats. 


Bangor & Aroostock—ANNUAL RE- 
PORT shows 6.4% earned on common 
against a deficit in 1913, 2% in 1912, and 5% 
in 1911. Crop reports show that Aroostock 
potatoes have biggest acreage and best con- 
ditions on record and the hay crop is big. 


Bethlehem Steel—GOOD BUSINESS is 
reported, not much affected by war, but Co. 
has stopped all extension work. Depart- 
ments are running pretty full. 

Boston & Maine—RECEIVERSHIP 
RUMORS continue to circulate, but friendly 
reorganization is hoped for. Co. has no 
large nearby maturities, but $22,000,000 notes 
fall due next March. New money must be 
raised, but common stock could hardly stand 
the assessment. Certainly New Haven, 
owning majority of B. & M. stock, is in no 
position to furnish its pro rata. 

California Petroleum.—HIGH RECORD 
PRODUCTION was reached in July, about 
580,000 bbls., increase of 100,000 bbls. over 
July, 1913. Oil prices have declined and 
Co.’s revenues will probably be about the 


same as last yr. 

Chesapeake & Ohio—DIV. POST- 
PONED until Nov. at any rate. Directors 
say “Unexpected increases in wages and 
taxes since 1910 now aggregate about 4%% 
yrly. on stock and Commission’s refusal of 
rate increase was disappointment. Yr. 
ended June 30 shows 4.7% earned on stock. 
New development of coal properties has 
been active this yr. and it is believed coal 
exports through Newport News will be 
much augmented. It is hoped that by No- 
vember trade conditions can be more ac- 
curately diagnosed. Under present war 
conditions extreme conservatism is im- 
perative.” 

Chicago Gt. Western—ANNUAL RE- 
PORT shows net earnings of $3,429,000 
against $3,740,000 prev. yr., or 2.2% on pref. 
against 3.3% last yr. Expenses increased 
about $600, 

Chicago, Milwaukee & St. Paul—GROSS 
EARNINGS for yr. ended June 30, declined 
$2,300,000 from prev. yr., but operating ex- 

enses were reduced about $1,500,000. 

aintenance of way was about the same as 
in 1913, but maintenance of equipment was 
cut $750,000. Grain is moving freely and 
August car loading showed substantial im 
crease over 1913, but westbound traffic is 
light. Berens on common stock last yr. 
6.3%, against 8.6% in 1913. 

Cities Servic—EARNINGS 12 mos. 
ended July 31 were $3,543,000 gross against 
$4io-000 prev. yr.; $3,446,000 net against 

1,412,000. Surplus for common stock 
equaled about 11.7% against 10.2% prev. yr. 
However, div. payments on both pfd. and 
common were suspended Aug. 1, owing to 
unsatisfactory condition of financial and 
commercial markets. 
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Consolidated: Gas—CONTDRACT: FOR 
GAS OIL. with Standard Oil Co. has been 
extended) to Dec. 33) 1916, in — to - 
0 ee oes 31,008,000 or 
last half! of 1914 will: be about $1, 
or 1%: om Co/s.stock and 2% yrly: im 1915 
and’ 1916. 


Corn Prodacts—BIG DEMAND FOR 
GLUCOSE ———_ - yom of> high 
sugar prices brought«on by European war. 
Cor hiss netified customers that; owing to 
high prices of corn, advance: must: be made 
in’ Karo: syrups Co will! be satisfied if it 
earns: smal] margin over preferred divs. this 


yr. 

Distilflérs Securitits——-ANNUAL RE- 
ao for’ yr! endéd June 30 showed’ net 
profit’ of $701,000,' all ‘of: which was: carried 
to: surplas, as mo‘ divs.. were’ paié This 
equats' about 2.3% on stock against’ 1.2% 
prev. yr. Early in 1914 price of’ spirit’ was 
down to $1.30.and even lower as.result. of 
trade. war, It has. now been advanced to 
$1.44 and $.are operating at capacity, 
This.is chiefly, due.to proposal to increase 
tax,. but smaller imports and higher price 
of grain have also had. influence. 


eo | have decreased so far 
in 1914 fiscal ross has fallen about 
2.8% and net Bon as compared. with last 
Freight tonnage was 000 against 
40,987, in 1913. Decrease was spread 
over. practically all classes of traffic. 


Federal: *—DIV. REDUCED on 
pfd. from 147% quarterly to 1%, owing to 
stagnant’ condition ‘of metal market. 


Ford. Motor—OUTPUT 12 mos. ended 
Aug; 1 was 221 cars against about 185,- 
000 prev. yr. is increase of 20% in sales 
was remarkable in view: of epentiatnajosy 
general business conditions. Dodge Bros., 
recently’ organized* with $5,000,000 capital, 
will soon prove formidable ‘competitors, as 
they will market a new lar’ priced car 
that’ itis’ said* will' furriish Ford the’ first 
real rivalry it has had to meet. 


. General Chemical—NO CHANGE of im- 
portance in’ Co.’s business ‘since*war began. 
Co. is well supplied with nitre and no cur- 
tailment is expected. 


General’ Blectfi¢—SHARP DROP in 
business*as*result of‘ war. Factories have 
been: running about’ 70% of* capacity; but 
may now’ go on-4’days'a»week* basis: Co: 
earned ‘its’ a 8% div. on’ stock’ dtiring 
first 7°moss of yr’ Directors are” not‘ ex- 
uberant* over prospect of ‘additional tradé 
from either Europe or So. America, but have 
opes» of: more business from ‘Australia, 
Africa and Japan. 


General Motors—PISCAL YR! ended 
July: 38 showed total  of* about‘ 58,000" cars 
manufaetured; and‘ clean-up was: closest! in 
Co’s experience, less‘ than 500 cars’ b 
unsold! Output in® 1913 was about 55, 
cars: Profits‘last’yr/‘about 40%' on common’ 
stocky the samevas'in'1913. Co. 
feels sure‘ of’ its American market, but ex- 
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ports’are uncettain. Demand for war ar 
poses* may’ be considerable. New selling 
policy put into effect Jan. 1 in truck depart 
ment has been successful, as shown by large’ 
increases in sales: 


Interboro-Metropolitan—ANNUAL RE- 
PORT shows’ surplus after all chargés*and 
disbursements of $1, 860,000 against $788,000 
last yr. This equals 4.1% on pref. stock 
ei received $5,086,000 divs. from its sub-Co., 

R: T., but earnings of I. R. T. available 
a divs. were $8,024,000, and if the entire 
amount is figured as applicable’ on Inter.- 
Met. pref. earnings on the latter would be 
10.5%. Its divs: are about 35% in arrears, 
but no divs. are: probable now; in spite of 
large earnings of I. R. T., sinee; under con- 
tract with ay of New York, system must 
rate $160,957,000 new capital before end 
re) 


Sessibosoutth Rapid Transit—GROSS IN- 
COME yr. ended June 30, was $33,515,000, 
a gain of $1,017,000 over " h erties of 
1913; net was $8,024,000 , 487,000" over 
prev. yr. This equalled ote on stock, 
against 15% divs. paid during yr. Pas- 
ig th carried were 651,886,000, an inerease 
of 17,570,000 over 1913. Increase under- 
ground was 12,941,000, and on elevated lines 
4,628,000. (Sub-Co. of Interboro-Met.) 


International Agricultural’ Chemi¢al.— 
YEAR’S SUPPLY OF POTASH on hand, 
is the report of this Co; No’ other fer- 
tilizer Co. has more than 3 or 4*mos. Supply 
from Germany is now cut off, hence ‘Inter- 
national will be able’ for a year to come to 
make fertilizers on its usual formula, while 
others will doubtless have to’reduce pro Ss 
tion of' potash. Annual report will s 
net profits last yr. about or 90% better 
than prev. yr. 


International & Great Northern—FISCAL 
YR. ended June 30 showed deficit of $448,- 
000 against surplus of $323,000 in 1913. 
Loss was due to falling off of 11.7% in gross 
revenues, largely as a result of Mexican 
situation. Officials report that outlook for 
coming yr. is encouraging. 


International Harvester—EFFECT OF 
WAR will be serious on Int. Harv. Corp, 
which is the foreign branch, as- it holds 
millions of notes for implements sold in 
Russia and other European countries. Pay- 
ment may be much delayed. Jan. 1 last 
Corporation carried bills receivable of 
000,000, with total sales oeins 1913 of 
600,000. American branch, Int. Harv, = 
had about $40,000,000 bills receivable. and. 
sales of $66,600,000. Previous: to 1913, Int. 
Harv. Co. had $80,000,000 common stock 
and $60,000,000 pfd. stock, but afféer’ gov- 
ernment suit began in Apr.; 1912, Co. in” 
Jan., 1913, was divided'into tw’ coneérns 
S equal capitalization and ‘each’ one-half the ‘ 

d Co. one for domestic’ business’and “the 
pe for foreign’ Recént’ cotrt' décision 
requires old Co. to divide into’ three indé 

dent’ Cos:, so* that’ oe’ mtore~ Co. wif’ 
ave'to be formed, 
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International Nickel —CURTAILMENT 
has been found necessary to meet situation 
resulting from war. Domestic demand con- 
tinues good. Lower price for copper, 
which is an important incidental product of 
Co., will reduce margin of profits. 


International Steam Pump. — RE- 
CEIVERSHIP was necessary owing to in- 
ability of Co. to get enough business. Plants 
have not been operating anywhere near 
capacity, hence costs were proportionally 
higher. Competition has increased as efh- 
ciency declined. A statement showing posi- 
tion of Co. will shortly be issued. Director 
says that banks have assured assistance in 
continuing operation of affiliated Cos., which 
are not affected by receivership. 


Kresge (S. 8.).—SALES for 7 mos. ended 
July 31 were $8,125,000, an increase of 24% 
over prev. yr. July sales were 22% over 
July, 1913 


h Valley—ANNUAL REPORT 
showed surplus of 11.6% for common stock. 
Excluding the special div. from Temple 
Iron Co., balance would have been 10.5%. 
Operating ratio was 69.4% against 67.6% in 
1913. This ratio has risen from 60% in 1910, 
in spite of steady development in operatin 
efficiency. For example, from 1906 to 191 


arnings per freight train mile rose from 
$3.15 to $3.82 and per passenger train mile 
rom $1.02 to $1.10. Average train load rose 
from tons in 1906, to 599 tons in 1913, 


but dropped to 595 tons in 1914. Co. paid 
divs. on common stock from 1858 to 1893. 
Payments were resumed in 1904 and raised 
to 10% in 1911, but in three out of last five 
yrs. per cent. earned for common has not 
much exceeded the 10% divs. In view of 
recent Rate Decision, there may be cause 
for apprehension regarding maintenance of 
present divs. Also it may be compelled to 
sever relations with Lehigh Valley Coal 
as result of Government dissolution suit 
filed last March. However, price of 122, 
July 30, had already discounted reduction 
of div., which is by no means certain. 


Louisville & Nashville—EARNINGS for 
yr. ended June 30 equaled about 10.2% on 
stock. Net earnings were smallest for 6 

s., during which gross had gained $15,- 

000. Decline in net last yr. was nearly 
all due to increase in taxes, which amounted 
to $2,600,000, an increase of 47.6% over 1913. 
Operating expenses were $28,000 less than 

rev. x. one maintenance of ag was cut 

1,709,000. As maintenance has been very 
large on this road, this cut was entirely 
justified. Maintenance of equipment, how- 
ever, increased $1,022,000 over 1913. 


Missouri Pacific——PROTECTIVE COM- 
MITTEES representing both bondholders 
and stockholders will confer in regard to 
financial readjustment. Kute-lLoo say: 
“Fixed charges have become decidedly too 
heavy in tion to earnings and in pro- 
portion to equity of stock. Co. needs for 
next 2 yrs. 10,000,000 in addition to $25,- 
000,000 for payment of notes. This ought 
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not to be obtained in any manner which 
would increase fixed charges.” Understood 
that issue of pfd. stock has been suggested, 
to be offered stockholders and bondholders. 
Earnings for 1914 fiscal yr. were 0.1% on 
stock against 1.9% last yr. Gross earnings 
were $49,793,000 against $62,155,000 in 1913. 
Net earnings fell off about $1,000,000. 


National Biscuit—SALES have not been 
affected by the war, but high prices for 
flour may reduce profits, as Co. uses 1,500,- 
000 bbls. yrly. However, Co. is always cov- 
ered mos. ahead with flour. Also uses large 
quantities of sugar and chocolate, on which 
increased cost may prove relatively more 
burdensome than in flour. One effect of 
war has been to cut off importation of fancy 
foreign crackers such as Huntley & Palmer. 
Co. has had inquiries from abroad for army 
biscuits, but at last reports had not closed 
any contracts. 


New York Air Brake—GOOD EARN- 
INGS are reported by Pres. Starbuck, much 
above last y Unfilled orders now over 20,- 
000 sets of brakes, enough to keep plants 
running full time remainder of yr. Raw 
material has been purchased at reduced 
prices, but there has been no decrease in 
price of brakes. 


New York Central—ONE YR. NOTES, 
of which $5,000,000 5% matured Sept. 15, 
were renewed at 7%. Additional $12,000,- 
000 notes matured Nov. 5. Gross earnings 
have fallen off very sharply, but beginning 
with June expenses were reduced, so that 
outlook for continuance of current div. rate 
is by no means hopeless. Believed earn- 
ings last three mos. of 1914 will compare 
favorably with 1913, and if Co. is allowed to 
increase passenger rates, as petitioned, divs. 
should be out of danger. 


New York, New Haven & Hartford.— 
SURPLUS for yr. ended June 30 was about 
$270,000 above charges. In spite of war 
conditions Co.’s trafic in August was only 
about 3% below Aug., 1913. 


New York Railways—EARNINGS ap- 
licable on adj. mtg. bonds 6 mos. ended 
une 30 were 1.2%. 


Norfolk & Western—ANNUAL RE- 
PORT shows increase of 1.6% in gross over 
1913, but operating costs increased 4.8%, 
making decrease in_ net of about 4.2%. 
Electrification from Bluefield to Vivian, W. 
Va., thirty miles, will be completed for op- 
eration next Jan. Surplus available for 
common stock was 8.7% against 10.1% prev. 
yr. 

Northern Pacific—FISCAL YR. ENDED 
June 30 showed 7.9% earned on stock 
against 8.7% prev. er Difference would 
have been considerably larger but for 
erating economies. Taxes were about ; > 
000,000 larger, an advance of over 25%. The 
short crop in North Dakota last fall and 


decrease in shipments of construction ma- 
terials, were principal causes for decline in 
gross. Prospects are better this yr. Total 














maintenance charges were $1,300,000 below 
1913, but were heavily in excess of 1912. 
Transportation costs were $1,800,000 below 
1913, largely as result of reduced gross 
business. 


Pacific Gas & Electric—LARGE SUB- 
SCRIPTIONS to offering of $12,500,000 
6% ist pfd. stock at 82 Subscriptions 
were from more than 3,000 persons, many 
of them new holders of Co.’s securities. 
Number of stockholders has doubled since 
close of last fiscal yr. Earnings of Co. con- 
tinue good and steady reduction is being 
made in operating costs. Net earnings 
for July were $212,000 over July, 1913. 


Pacific Mail—EXISTENCE THREAT- 
ENED, in case Interstate Commerce Com- 
mission refuses permission to continue 
coastwise trade to Mexican ports, according 
to statement of Co.’s general manager. The 
Oriental business would become unprofit- 
able if coast steamships were discontinued. 


Pennsylvania R. R—NET EARNINGS 
for calendar yr. 1914 will be about $5,000,000 
less than 1913, if present rate of shrinkage 
is continued. The 6% div. rate is not seri- 
ously threatened. 


Pittsburg Steel—DIV. PASSED on pfd. 
stock. Oficial statement says “Directors 
decided to defer div. for purpose of con- 
serving cash resources and protecting its 
credit in the uncertain conditions growing 
out of European war. Div. has been more 
than earned in past 3 mos.” 


Republic Iron & Steel—PREF. DIV. 
postponed, owing to unsettled conditions. 
Earnings 6 mos. to June 30 were less than 
2.5% on pfd. stock, against nearly 8% in 
corresponding mos. of 1913. This was due 
to general effect on business resulting from 
tariff reductions, etc. Selling prices of prin- 
cipal products were reduced about 20% and 
contraction of Co.’s business was about 33%. 
Shrinkage in unfilled orders from June 3, 
1913 was over 50%. However, unfilled or- 
ders for both steel and pig iron showed 
large increase over Dec. 31, 1913. 


Republic Railway & Light—CONSOLI- 
DATION of underlying Cos., to bring them 
so far as possible under one operating or- 
ganization, will result in reducing expenses 
of operation and taxes. Net income for 
June increased 17.7% over June, 1913, and 
gross earnings for 12 mos. ended June 30 
showed a gain of 8.8%, net earnings 11.4% 
over prev. yr. Amount applicable to divs. 
on common was $194,000, a gain of $52,000, 
and equal to 3.1% on stock. 


Rock Island—CAR LOADING Ist half 
of August was encouraging, total being 59,- 
877 against 55,318 for corresponding period 
of 1913. As preliminary step in reorganiza- 
tion, Central Trust Co. as trustee has 
brought foreclosure proceedings against 
C. R. I. & P. Railroad Co., stating that 
interest now in default is $1,426,000. 

Seaboard Air Line.—FISCAL YR. ended 
June 30 showed net earnings after taxes 
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$135,000 higher than 1913 and $1,256,000 over 
1912. However, int. on funded debt was 
$3,535,000 against $3,272,000 in 1913 and $3,- 
146,000 in 1912; hence, the 1914 surplus was 
equal to only 7% on pfd. stock against 7.2% 
in 1913 and 3.4% in 1912. Co. is financed 
for the next 2 yrs., which places it in a 
favorable position in view of the war. 
Maintenance of way and structures was $80,- 
000 over 1913, equipment $66,000 over; 
transportation expenses have been kept un- 
der control, ratio to gross being 36.3% for 
1914, 1913 and 1912. 


Sears-Roebuck.--SALES for Aug. and 
Sept. show a considerable increase, espe- 
cially in grocery lines. Catalogues are 
issued to 1,000,000 people every 2 mos., and 
July 1 prices remain in effect until well into 
Sept. Next catalogues will have to carry 
higher prices, but Co. was protected in ad- 
vance on the July schedule. 


Sloss-Sheffield—SALES of pig iron first 
half of Aug. were far in excess of produc- 
tion and represented nearly capacity for 
full mo. Prices show no improvement, but 
were firmly held. Co. was exceptionally 
fortunate in volume of business received. 


Southern Ry.—PREF. DIVIDEND post- 
poned, in view of disturbance to cotton 
market caused by foreign war. Div. has 
been fully earned, but consideration of sub- 
ject was put over for 1 mo. 


Temple Iron Co.—DISSOLUTION of 
this Co., under court decree, has resulted in 
a div. of 120% out of accumulated earnings. 
This gives Lehigh Valley $685,000, Lacka- 
wanna $584,000, and the various -Readin 
sub-Cos. as follows: Readin $337,000, 
Reading Iron $353,000, Reading Coal & Iron 
$24,000, Jersey Central $512,000. Erie also 
gets about $400,000. 


Texas Co—ANNUAL REPORT yr. 
ended June 30 shows net earnings on $8, 
000,000 stock, 15.5% against 24.7% prev. yr. 
Reduction is chiefly accounted for by in- 
creased operating expenses, taxes and in- 
surance, these expenses being $18,171,000 
against $13,838,000 prev. yr. 


United Cigar Stores—DIVS. declared so 
far in 1914 by the sub-co., Cigar Stores of 
New Jersey, are nearly enough to take care 
of entire div. requirements of parent Co. 
for 8 mos. This means that divs. from the 
other 2 sub-Cos. and from various real 
estate Cos. owned, will either be held as 
surplus by operating Cos. or added to sur- 
plus of parent Co. 


United Fruit—AMERICAN REGISTRA- 
TION will not include all of Co.’s 43 boats. 
It is not expected that boats operating in 
the English and European service will drop 
their British registration. The war has dis- 
arranged Co.’s European business, which 
had been very profitable. Hence, Aug. and 
Sept. earnings are likely to be poor. On 
the other hand Co. will realize an unusual 
age on sugar—perhaps $1,000,000 for 
the yr. 
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U. S. Steel—DIV. PROSPECTS are be- 
ing. discussed, since in lst half.of.yr: deficit 
after are as oy: $1 ears F ome a 
quarter deficit is likely. to perhaps» 
000,000, and in view of the: war: it may.be 
$20,000,000 for the-yr. Co. is well.supplied 
with cash, holding about $60,000,000. Bal- 
ance to credit of various funds amounts. to 
nearly $100,000,000, but policy of. Co. has 
always been. to conserve resources, New 
orders are showing. some decrease, but 
prices are holding well. Unfilled: orders in- 
creased 54,742 tons in Aug. Large: con- 
sumers in So. America and Australia are 
reported as beginning to establish bank 
credits at New York instead of in 
and it is believed that increased export trade 
will be permanent feature. 


Vv ia-Carolina Chem.—FIS. YR. ended 
May 31, showed better net profits: than: for 
past 3 yrs., 3.4% for stock. Asia result:of 
increased business and high cost. of ma- 
terials the Co. had to borrow more than 
usual and interest of these loans reduced 
profits somewhat. Since close of yr. Co. has 
sold $5,000,000 debenture bonds to take up 
outstanding notes. 


Vulcan. Detinning—PRODUCTION, Ist 
half. of yr. showed an increase. of 
over 1913. Deficit for period. was. 
against deficit of $131,000 in. 1913. 


Western Maryland.—IMPROVED CON- 
DITIONS are being shown in: all depart- 
ments. The new management is getting 
traffic and transportation affairs, well in 
hand, as shown by heavier train and car 
loadings. Train mile earnings have been 
increased about 50c. in the past few mos. 
and are now the highest ever:reported. Last 
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yr.’s deficit: of $2,500,000 was. due to special 
causes and. ise not likely. to. be repeated 
this:-yr. 
Western Pacifit—BOND INT. will be 
aid as usual by Denver & Rio Grande 
ept. 1, but) management says, that. adjust- 
mentrof Co.'s, finances:and relation of: D. & 
R.. G.. thereto must: be devised: Bankers 
hope.to adopt.a plan: which will restore Co.’s 
credit. and provide:.for its; development and 
at, the same. time. lighten the. burden of D. 
&, R. G. under. its: guaranty, of. interest 
payments. 
use Biectric—EFFECT OF 

WAR will. be felt by~Co., which has: large 
investment in:sub-Cos; ini England, Kraace, 
Gormueny end, lini but, current. 4%.divsi on 
common. stock will. probably not. be endan- 
gered. Loss, of even. $500,000 in foreigp 
ineome would,amount.to only 1.5%. on stoc 
and in. fiscal.yr. ended, Mar. 31 last; earnings 
were. 11%, while. current earnings. are run- 
ning, about twice. div. requirements. 


Wheeling, & Lake Erie-—FIS. YR. ended 
June: 30.was encouraging. Im spite of de- 
pression. and.reductiom in.coal trade; gross 
earnings decreased only 2.5%.from 1913.and 
were 1.9% over 1912. Maintenance was re- 
duced abont $650,000, permitting am increase 
of‘ $416,000 in: met, but property appears to 
have been-well'maintained. There’ has ‘been 
constant increase im operating: efficiency. 
Co. is now carrying 121' tons mrore in each 
train load than 4‘yrs. ago, 100 tons more 
per locomotive mile and 4 tons more to 
each loaded car run: 

Wooltworth:—SALES Jan. 1 to Aug 31 
were $41;161,000, or anincrease of 6.6% over 
same: mos. of prev: yr: 








Mining Stocks 


This section of the Investment Digest includes. some-of the more important properties, in 
regard to which authentic and trustwerthy information. has appeared during, the month. 


Alaska Gold.—The developments: om: the 
13th of “Sheep Creek” level contimue: of: a 
remarkable character, Assays. run,all. the 
way from $1 to $100 per ton, with a. very 
large quantity of coarse free-gold showing, 
in face. The power development.scheme is 
now practically completed; the, dam has 
been finished. 


Anaconda.—Directors. meet shortly for 
=. comeernsion. oe proata, have 
isappear Ost to the vanishing point. 
If Anaconda is earning 50¢. a share, such 


calculations’ cam: be reached only by’ over- 
estimating probablé output; and under- 
———_ probable’ cost. The cost being 
at least:lle. Om present metal. market. this 
would. provide. a . profit, of. 144c.. per. lb., or 
$1 ’ an..op, an output at. yrly, rate: 
of.1 dbs. This.is.equal to lessrthan 
40c. per , of which the-Amal. Co. owns 
something, over. 3,000,000.. With.Anaconda’s 
$3..div. receipts,. Amal. has; been .paying; $6, 
the latterr being. assisted) by $600,000 com- 
mission on, the.sale.of copper by the United 
Métals Selling Co. 








MINING STOCKS. 


Braden .Copper.—Produced .920 :tons .o 
fine .copper.in first half .of .Sept., mabrs.* 
high record for fortnightly output. If .Co. 
could continue that rate it -would produce 
44,000,000 Ibs. .of copper ,per an. 


Butte & Superior.—Spelter in a few days 
has risen from 4:70c. to 5.70c. a lb. A one- 
cent advance means a 100%.increase in net 
earnings, as cost is now down to about ‘4c. 
per Ib., with concentrates running very high, 
or, «say, about 55% -zinc. «Co.»is imot con- 
sidering restriction of operations, “amd in- 
tends to hold its placezas the world's largest 
zinc producer with»an output of | 10,000,000 
lbs. “of ‘zinc in coneentrates per mo. The 
one-cent advance in*market price: of metal 
should mean added ‘profits ‘at! rate of ,- 
000 -per an., or $3:per:share on ‘tke 271,000 
shares. Co. also »~produees sover 2,500,000 
ounces of silver annwally, «amd ‘today ‘must 
be earning at rate of $5.50 ‘per share, ‘so 
there are no doubts of the ability to continue 
$3 -divs., war or’no war. 


Calumet & Arizona.—Passed the div. or- 
dinarily paid latter part.of Sept. Last:quar- 
terly payment June 23 at the rate of ‘$5 per 
share per an. Directors hope to make. some 
distribution in Dec., provided the situation 
improves. Production curtailed 50% so that 
output is now about 3,000,000 Ibs. per mo. 
against normal of 6,000,000. Earnings now 
cannot be greatly in excess of $2 per share. 


Calumet & Hecla.—Directors say: Invview 
of unsettled conditions and interruption with 
its foreign customers, Co. has decided not 
to declare a div..at the present.time. -Pro- 
duction will be curtailed, and wages and 
salaries of all employees and officers ‘re- 
duced. It is planned to continue operations 
on three-quarter time rather than to -dis- 
charge any large number of .men. 


Chino.—Declared a quarterly div. of 50c. 
per share, pevese Sept. 30, to stock of rec- 
ord Sept. 16. Co. has been placed on an 
operating basis of about one-half, which will 
continue until the situation warrants a 
change. All operating conditions. are excel- 
lent and financial ‘position of the Co. is 
strong. 


Granby.—Deferred quarterly div. of $1.50 
due at this time. 


Greene-Cananea.—Plant at Cananea ‘has 
closed down with exception of the mercan- 
tile department, which operates Co.’s-store. 
The smelter*and concentrator have ceased 
operations,:and*even devel ent work has 
been sw ‘d. During july, there -was 
produced from oe "tai = 
copper *against 3,434, s. in June van 
1.784,000 les. in May. 


Goldfield Con.—Estimates for July: Pro- 
duction 24,573 tons; gross’$314,000; nses 
$15,000; net $159,000. The net profits for the 
quarter-e ing Oct. 31 mext-are expected to 
show a°material ‘inmcrease,-as a-result of ‘the 
general Clean-up of mifll equipment that will 
continue during most of this period. It is 
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estimated *that ‘the clean-up will yield at 
least $100,000 for the quarter. Operations 
at the “Aurora Consol.” property are .pro- 
gressing favorably. Co. has given up its 
option on the “Elko-Prince” property after 
a thorough examination.and sampling. The 
price.asked was too high and negotiations 
may .be reopened on a.different basis. 
Hollinger Gold.—Net profits of $132,712 
for 4 weeks ended July 15 against $129,168 
for preceding period. The average value of 
ore per ton was $13.62 and costs per ton 
.32. ‘Co. has just paid its 25th div. Profits 


rom Jan. 1 to. Aug. 12 were $1,015,451, of 
which stockholders received $720,000. Gross 
rofits for “4 weeks ended Aug. 12 were 
$171,976. The mill treated 16,456 tons of 
ore, average value $15.46 a ton, extraction 
94.4%. 


Nevada Con.—From beginning of opera- 
tions to June 3, 1914, Co. has produced 
335,963,944 Ibs. of copper, which, at average 
price of 13.85c., gives total valuation $46, 
604,062. Of this $21,763,512 has been saved, 
as net earnings of $14,227,454 has been paid 
as divs. That is, only two-thirds of total 
net earnings have as yet been distributed 
in divs., the balance having been either 
charged to ore extinguishment, depreciation 
or left in undivided profits. Div. deferred 
for quarter ending Sept. 30 

Nipissing. —In July produced ore having 
estimated value of $211,506, and shipped 
bullion and custom ore of estimated net 
value of $231,858. During the mo., assays 
of ore from the 900 level at shaft No. 64 
were much higher than ore taken from the 
upper tevel, and this fact is significant. Co. 
made net earnings of $131,847 in July. Go. 
has declared regular quarterly div. of 5%, 
payable Oct. 20 to stock of record Sept. 30. 
Three rmos. ago the “extra” of 214% was 
omitted. That was a temporary mine condi- 
tion, and an improvement in earnings almost 
immediately set in. Co.’s cash position dur- 
ing past quarter has improved. Co. has 
taken an option on the McIntire property 
in .Porcypine. 

Con-~In spite of drop of half a cent 
in price of copper, net profits rose from 
$925,000 to ‘$1,003,000. As compared with 
corresponding ‘quarter of prev. yr., results 
are staftling; an output of 19,000,000 Ibs. as 
against 13,500,000, and profits of over $1,- 

000 as compared with $727,000, a gain 
of 40%, in spite of the fact that, in later 
period the average price of metal was Ic. 
a lb. lower. In last 2 mos. of quarter, Co. 
showed cost of less than 8%c. a lb. With 
copper at less than l4c. Ray earned, during 
this quarter, at the rate of $2.50 per share. 
Co. on*an o »erating basis of one-half capac- 
ity, which~will be promptly increased when- 
ever ‘Situation warrants. The temporary 
depression therefore should not be alarming. 


Stewart.—Reports for 6 mos. ended June 
30, Oa take divs. paid $247,672; bal- 
ance” 58; balance Dec. 31, 1913, $815,- 
808. Suplus June 30, 1914, $1,105,366. The 
profits for the above 6 mos. ended June 30 
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were calculated after making adequate pro- 
vision for development and depreciation. 


Tennessee Copper.—Has departed from 
ranks of a strictly copper producer, the red 
metal being considered more or less a by- 
product. Some time ago Co. adopted policy 
of making quarterly, rather than semi-an. 
disbursements, the rate being established at 
75c. a share, or $3 a yr. 


Tonopah Extension.—Has opened a rich 
body of ore, the vein being 16 ft. wide and 
yielding as high as $100 a ton. Aug. ship- 
ments valued at $116,300, indicating net 
earnings for mo. between $70,000 and $75,- 

uly earnings were $51,000 and June 

500. verage value of ores extracted 

about $30 a ton. Co. declared a quarterly 

div. of 7%4%, payable Oct. 1 to holders of 

record Sept. 10. In July Co. paid a total of 

same amount, including 2%% quarterly, 
2'%4% extra, and 214% special. 


Utah Copper.—In connection with recent 
declaration of ge quarterly div. of 75c., 
it is shown the Co. has quick assets of $6,- 
000,000—mostly copper on hand—and only 
$1,000,000 of debts. Even on a 50% operat- 
ing basis, Utah Copper can earn $2 per 
share on 12%c. copper without any div. 
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from Nevada Con., which it controls. With 
restoration of Nevada Con. div., it can show 
its $3 div. outgo more than covered by in- 
come. The Guggenheim interests who have 
the sale of the copper, and who are under 
contract to advance funds whenever called 
upon, up to 80% of value of undelivered 
copper on hand, and having for a long 
period earned twice the divs. paid, Uta 
was fully justified in continuing the regular 
rate. 


Wolverine.—Notwithstanding high cost of 
production of 11.72c. per Ib. for fiscal yr. 
ended June 30, during the closing 3 mos. of 
that period, Co. succeeded in materially 
lowering cost from 9.78c. in April to 8.89c. 
in succeeding mo., and 8.13c. in June. An- 
nual report, just issued, contains new data, 
which includes statement that production 
to June 30 totaled 137,410,732 Ibs. of copper, 
which realized on sale $19,506,940, and from 
which $7,740,000 was disbursed to stock- 
holders in divs. A comparative statement 
for last 3 mos. shows a constantly increas- 
ing tonnage of rock and higher recovery, 
the yield in April having been 18.67 Ibs. 
per ton, while in June it jumped to 21.12 
Ibs. Co. has declared a div. of $2 a share, 
payable Oct. 2. 














| Railroad Balance Sheet Indicator 








N the accompanying table an analysis 
of the security reserve of the com- 
ies shown in the graphic indicates 

just how each stands. The Pennsyl- 
vania has enormous amounts of securi- 
ties which it holds, but of course little or 
none of these would ever be offered for 
sale since it is the control of these un- 
derlying companies (of which there are 
more than one hundred and twenty-five) 
that makes the road a great system. 


York Central as well as Northern 
Pacific. 

It will be noticed that the Central, the 
Seaboard Air Line, Kansas City South- 
ern, and Norfolk & Western, are very 
poor in securities of their own avail- 
able for sale. 

The varied aspect that these different 
roads present is due partly to the credit 
position of the roads and partly to the 
policy followed in developing each 


The same may also be said of the New system. 

Securities Miscellaneous 
Company’s held for Permanent marketable 

securities avail- perm.invest- advances for securities 

able for sale ment or control property (cost or 
(par value). (notpledged). Investment. book value). 
Penne. RB. RB... .). «004%. $1,709,530 $117,745,496 $5,272,158 $71,815,846 
New York Cent........  ......- 42,473,120 *53,991,934 26,866,629 
Nor. Pacific .......... 13, 60,500 47,757,256 22,642,067 12,065,080 
Nor. & West......... $93,200 1,461,442 228,496 8,829,890 
Sea. Air Line......... 1,602,500 En ee eie oe 1 Wak Geta 
Kan. City So.......... 40,100 480,939 ore 
*The la advances shown by the New York Central are made up of 





Central Station. 


$32,337,199 advanced to the Grand Central Terminal Improvement Co 
$ 5 to the Harlem Railroad Co. over whose tracks it comes into the Grand 
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SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving a profit trem price change* 


The Wheat Situation 


By JULIUS J. STRASBURGER 


ITH a myriad, of hands out- 
stretched toward the United 
States, literally the whole of 
Europe, in mute fashion, is asking for 
our, wheat. Never before in history has 
this commodity been so appreciated and 
regarded so preciously, This manifesta- 
tion of interest permeates,every quarter, 
from the producers on the, humblest 
farms, through the various handlers, 
commission merchants, speculators and 
consumers down to the household where 
the shrinking size of the loaf attests 
dramatically to the far-reaching effects 
of the struggle across the sea. 

No person should point an accusing 
finger at the so-called wiseacres and 
students of the wheat market or 
blame other than the operation of the 
supply and, demand principle for the 
spectacular rise that has been witnessed 
in this much sought cereal. The ad- 
vance of about fifty cents a bushel is 
really without precedent. Manipulation 
by daring factions has in the past caused 
wheat to sell at $2.00 a bushel, this oc- 
curring, in the “Old Hutch” year of 
1888, but tactics practiced then, and in 
some of the late years are now for- 
bidden under the heavy hand of justice. 
The present value of wheat has been es- 
tablished without the distinct taint of 
money influence. Wars invariably en- 
hance. wheat values; yet this. amazing 
uprush of prices is unparalleled, in con- 
formity only, with the chaos. in Europe. 

Those _who.make a profession of dis- 
cerning and anticipating wheat fluctua- 


tions had been pleasantly engaged dur- 
ing the spring until mid-July in work- 
ing for a decline. Quotations were ham- 
mered until they were lower than for a 
decade. The markets receded and re- 
lapsed until wheat commanded only 55c. 
to 65c. a bushel on the farm. A ple- 
thora of winter wheat blinded consum- 
ers and speculators alike, but, the farmer 
did’ not become hysterical or sell. much 
of his production at. that uninviting 
basis. 

It was the sudden shift of fate that 
speedily changed the scene of dismay 
and comparative poverty to opulence for 
the wheat grower. The country gave 
forth a formidable yield that would have 
been undeniably burdensome under or- 
dinary circumstances. Through the 
states of Kansas, Nebraska, Iowa, Okla- 
homa, Texas, Missouri, Illinois, Indiana, 
Ohio and Kentucky and some other less 
important sections there had been har- 
vested 675,000,000 bushels of wheat. 
This prodigious total was actually 130,- 
000,000 bushels in excess of the best 
previous record which incidentally was 
made in the preceding year. And in the 
northwest there have been raised 225,- 
000,000 bushels, which represent an 
average outturn. Unquestionably, this 
900,000,000 bushel crop would have pre- 
cluded an era of high prices had it; not 
been for the double catastrophe. in 
Europe in the shape of the battling of 
powerful nations and the failure of the 
foreign crops. 

Russia did not come within 150,000,- 
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000 bushels of her last season’s results. 
Canada is 75,000,000 below and Austria- 
nen is 40,000,000 under the nor- 
mal. nsatisfactory results in other 
outside countries make the aggregate 
shortages of foreign wheat approxi- 
mately 300,000,000 bushels. This vast 
quantity is counterbalanced by the col- 
ossal surplus available from the United 
States. 

Already Europe has taken or con- 
tracted for close to 80,000,000 bushels. 
The demand frequently seemed insatia- 
ble. Methods of purchasing are singular 
and significant. Foreign governments 
have come into possession of immense 
lots, seldom quibbling over five or ten 
cents a bushel when such a gap lay be- 
tween the buyer and seller. Gentlemen 
from virtually every European country 
came personally to New York to buy 
grain and await developments. Very 
private terms were specified in nearly all 
transactions, and it is universally agreed 
that the assimilation of wheat for Euro- 
pean account would have attained more 
startling proportions had the foreign ex- 
change market been miraculously spared 
of demoralization and derangement, and 
had ocean traffic been less hazardous. 

Should the war continue for another 
few weeks, Europe is expected to make 
inquiry for nearly every bushel of wheat 
that America might offer. The farmer 
is well aware of this possibility. He has 
seen the value of his wheat crop leap 
$400,000,000, and the gain in all crops 
multiply to the stupendous sum of more 
than a billion; yet wheat is sold reluct- 
antly, and he realizes the inherent power 
of his whip hand. The speculative ele- 
ment has of course profited in cases, but 
not many fortunes have been amassed 
despite the terrific ascension of the 
wheat market. 

The Stock, Cotton, and Coffee Ex- 
changes have been adjourned since the 
inception of the European conflict, thus 
causing a focusing of the eyes of the 
speculative fraternity on grains. How- 
ever, the commission house managers in 
Wall Street, La Salle Street and at other 
centers were scrupuloiis in their terms 
to customers and the public to trade in 
the market that was wild and violently 
moving on many days. Heavy marginal 
deposits were exacted, making it neces- 
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sary for the traders who had been accus- 
tomed to dabbling in 20,000 to 100,000 
bushel lots to resort to 5,000 and 10,000. 
Enforced restriction of this character 
also eliminated an army of the small 
traders, With nearly everyone who 
knew anything about wheat frantically 
bullish a great majority was therefore 
involuntarily idle, simply looking on, 
while the price steadily climbed to dizzy 
heights. 

The uncertainty buking, over next sea- 
son’s foreign crops imbues American 
wheat holders with indomitable courage. 
Seeding time in Europe is at hand. The 
men are at war and women and children 
will be pressed into service to cultivate 
and sow fields. Much land will be aban- 
doned, and it cannot be presaged what 
the conditions will be at harvest time, as- 
suming that nature will be ordinarily 
kind to the plant while it is growing. 
The rye crop in Europe is more import- 
ant than the wheat, and the fact that 
nearly three billion bushels of the five 
and a quarter billion raised come from 
the soil of the fighting powers is bother- 
some to all concerned. Meanwhile the 


American grower not only holds to 
his wheat tenaciously, but in expectation 
of highly remunerative returns, prepara- 
tions have been made for the largest 
area ever given over to this grain. 
Conversely, while the farmer is en- 
riching himself, the domestic consum- 


ing public is pinched. In order to al- 
leviate the pang of higher living costs 
some authorities have rather unwisely 
and not impartially attacked the western- 
ers for their indisposition to sell their 
own wheat. It might have been the 
other way. The cotton grower, for in- 
stance, is now desperately seeking the 
aid of the government and laboring on 
other suggestions for the storing of the 
surplus outturn made onerous by the 
curtailed consumption resulting from the 
war. Still there is an innate hope that 
wheat owners will view the situation 
humanely and prevent famine prices in 
the food-stuff—rightfully termed the 
staff of life—but the misinformed agi- 
tators will gain little by their antag- 
onistic stand unless the root of the cause 
is struck. The nucleus of the entire af- 
fair is the cataclysm in Europe which 
is aggravated by disappointing crops. 
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And because of this latter feature, the 
advent of peace would not necessarily 
imply a drastic wheat-price decline. 

A barrel of flour has commanded 
about $7.50 against about $4.50 not long 
ago. Intimidation of our home users 
accelerated the advance. Bakers and 
families purchased for their future re- 
quirements fearing further increases in 
the costs. The mills have beeen deluged 
with orders, many of unbelievable mag- 
nitude, emanating from distant coun- 
tries where the manufactured stuff was 
desired more urgently than the raw ma- 
terial. It has been proposed that the 
higher cost of living be thwarted by the 
placing of an embargo on shipments of 
wheat and flour, and also other grains 
and provisions from the United States. 
The enactment of any such measure 
would most assuredly keep prices from 
soaring, and the ultimate consumer 
would benefit to a certain degree, but 
with our country depending upon its ex- 
ports of food-stuffs to largely aid its 
depleted and suffering trade-balance, 
students of the economic phase were 
alarmed over the embargo plan. The 
attitude of the land-tiller in regard 
to the proposition is clear to the 
vision. 

Interests who have the stability of the 
grain trade at heart, and who profess 
just recognition for the public, urge 
economy and not indiscriminate legisla- 
tion. The contention is that there is a 
great waste of bread, etc., which if ob- 
literated would go a long way in stem- 
ming the demand and mounting costs, 
exactly as the decreased consumption of 
meats recently, actuated by steep prices, 
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checked the upward trend of provision 
values. 

It was proposed to lift the import du- 
ties from all grains that enter the United 
States, the measure to become effective 
as soon as it became a law, and to re- 
main in force until the struggle subsides. 
How any such action, even though rati- 
fied by the legislature, would mitigate 
the strained supply and demand wheat 
situation—and presumably such is the 
purpose of the measure—is not apparent. 
Several million bushels of wheat might 
perchance be shipped into the American 
northwest from Canada, but that country 
is itself at present endeavoring to limit 
its exports of grain to the mother coun- 
try of England. Quite apart from this 
consideration, it is to be remembered 
that the crop in Canada was the smallest 
in many seasons. The only other place 
that can be tapped for wheat at this 
stage is Argentine; but here, too, the 
production was abnormally small last 
season, and the government of that re- 
public has placed an embargo on, or 
rather restricted, exports. The new 
Argentine crop will not become availa- 
ble until about February, 1915. 

About the middle of the month there 
was a reaction of about twelve cents a 
bushel in wheat, and a corresponding 
drop of approximately fifty to sixty 
cents a barrel in flour, due principally 
to vague mutterings of impending peace 
in Europe, and consequent liquidation 
by speculative interests and farmers. 
Such influences must be patiently 
awaited. They may be depended upon 
to bring the grain trade safely back to 
its normal status. 


** AN essential difference between gambling and speculating may not be in a 
‘ man or his motives. But in the effect of the two ventures there is a great 
difference. Unconsciously and unintentionally the man who speculates in stocks 


is helping trade by making a market for corporate securities. 


Investors never 


build a new enterprise; that is left for the speculators. Investors buy into it 


after it is established and paying, 


speculator who put the money into its ‘ 
augurated by men who venture their capital in the pa 4 a profit. 


are speculators.” 


a smaller but certain return than the 
inning. All new enterprises are in- 

They 

Noble. 


President of the New York Stock Exchange. 
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Investing in Cotton at Eight Cents 


By C. T. REVERE 
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T this writing there appear to be 
excellent prospects for an early 
resumption of business by the 

great cotton exchanges. of the world, and 
the question naturally arises as to the 
position that should be.taken by the out- 
side public toward the probable. price 
movements in this c i Is cotton 
a sale around eight cents or a. purchase? 

Ordinarily the question. would be 
phrased contrariwise—is cotton a pur- 
chase or a sale? In framing the query 
due consideration has been given for the 
moment to those prophets of disaster 
who have been predicting. six. cents, and 
even as low as four cents, for the South’s 
great staple. 

Generally speaking, and for the pur- 
pose of conservative operations for a 
long pull, the trader who buys a com- 
modity after all bearish facts. have. be- 
come known and duly appreciated, with 
the price below the cost of production, 
and who margins his purchases from an 
investment standpoint, makes no mis- 
take. 

The element of uncertainty, of course, 
is the possibility of some further. decline 
below the cost of production. This 
might wipe out slender margins. There 
is no uncertainty, however, about ulti- 
mate recovery, and a. judicious; purchase 
steadfastly held is sure to turn. out 
profitably. 

There is always the possibility, of 
course, that one may buy too soon. In 
the spring of 1905, when cotton was sell- 
ing around 7 cents per pound, after. it 
had touched the low. price of 6%. cents; 
the writer, who was then down South, 
was talking to a veteran of the: cotton 
trade. 

“Don’t get too. bullish,’ said. this. 
Southern sage: “I went broke only 
seven years ago buying cotton at 7 cents 
per pound.” 

For this reason it might be profitable 
to determine the causes of depression. 
In 1904 New York contracts went below 


6% cents. This was the: season of our 
first crop in excess: of 13,000,000 bales, 
and in addition to quantity: it furnished 
a psychological shock because: practically 
everyone in the cotton trade had esti- 
mated 12,000,000 bales .as the maximum 
the:South could raise and pick. The de- 
pression was. short-lived; however, and 
after reaching the: price: of 6.35 there 
was an advance inside-of a.year that car- 
ried prices, up to. 12.46, a: recovery of 
nearly 600 points, or 100 per: cent. 

The next period of low prices came 
in October, 1908, when the level of 8.25 
was established. Here was another big 
crop after the trade had been expecting 
only a.moderate one. It reached a total 
of 13,800,000 bales. in the decline 
was only of moderate. duration, for in- 
side of fifteen months cotton had ad- 
vanced from 8.25 to 16.40—this time an 
advance of 8 cents. per pound, and prac- 
tically 100 per cent. 

In 1911 the South again surprised it- 
self. by- producing 16,138,000 bales; a 
crop far in. excess of. the most extrava- 
gant estimates of. consumption. Since 
the last previous depression in 1908 the 
world had. seen cotton go to 20 cents a 
pound and there were many. prophets 
who had _ put themselves on record as pre- 
dicting that never again. would cotton 
go as low.as 10 cents. Under the weight 
of the great crop of 1911, however, 
prices sagged to 8.70. Bears were very 
confident in their position, for they knew, 
or thought they knew, the size of con- 
sumption, which was. considerably more 
than 2,000,000: bales: below the size of 
the'crop: They: were: mistaken in their 

rice calculations, however, for cotton 

to. go. up, and: there was) an al- 

most: continuous: advance until 13 cents 
was” reached: This’ was’ a recovery of 
more than four cents per pound and a 
gain of nearly 50 per cent. in value. 
The factor which the bears had not 
counted on, and of which they were un- 
aware, was the willingness of spinners 
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to buy ahead for a number of years, 
something which ‘they were .able to do 
through scientific use of cotton exchange 
machinery. 

The instances quoted -above are hope- 
ful examples of quick recoveries from 
depressions. In 1897 and 1898, how- 
ever, the results were less inspiring 
from a bullish standpoint. These were 
the seasons of which the veteran cotton 
man spoke when he referred to the finan- 
cial disaster that had befallen him in 
buying cotton at 7 cents per pound. In 
the seasons of 1897 and 1898-one big 
crop followed another. They were both 
approximately 11,250,000 bales. They 
came at a time when there was finan- 
cial depression throughout the world, 
and it was the poor trade situation rather 
than over-production that caused the 
slump and fostered its continuation. 

Precedent shows that cotton recovers 
more easily from a depression brought 
about by a surplus resulting from a big 
crop than from a surplus caused by poor 
trade which cuts down demand. This 
is perfectly natural, for spinners always 
will welcome a big crop, and if trade is 
good they do not ‘hesitate to take ad- 
vantage of the fat years to provide 
against the lean years with their scarcity 
of raw material. When the «surplus 
arises from lack of demand, it means 
that spinners are unwilling ‘to discount 
the future, and that their resources are 
impaired to.such an extent that they are 
unable to lay in a:surplus. 

The question naturally arises, there- 
fore, as to whether the present “price of 
cotton, which may ‘be reasonably placed 
at somewhere between 8 -eents .and -814 
cents for New York -contracts, results 
from .a surplus caused by -over-produc- 
tion or by trade depression. Anyone 
who analyses the present -cotton :situa- 
tion must instantly come-to the conclu- 
sion that it is without -preeedent, -and 
must therefore be placed in a class by 
itself. There is :a probable -conjunction 
of a large.crop and poor trade, but: the 
crop may not be as lange, as-it appears 
to be, and. the trade depression -can be 
ascribed to the cataclysm produced by 
the war. 

First, it is pertinent to ‘consider the 
size of the present.crop. If, frost -holds 
off to a-normal ‘date, and if -prices -en- 
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courage the gathering of the entire crop, 
including the saving of frost-bitten 
bolls through the medium of so-called 
“bolly” machines, we might have a pro- 
duction breaking all previous records. 
In other words, it might exceed the crop 
of 1911 which proved to be 16,138,000 
bales. -A prospective yield of this size 
has not been foreshadowed by the figures 
from the Crop Reporting Bureau of the 
Department of Agriculture. In fact, 
there never has been a season when the 
forecasts suggested by the condition fig- 
ures of the Government statisticians 
have been so utterly misleading and fu- 
tile. 

It may be-noted, however, in stating 
the possibilities for a bumper crop there 
are several “ifs,” and one “if” is quite 
sufficient to upset a result. In the first 
place, early frost might come, and with 
the maturity of the plant retarded by 
rains during August and early autumn, 
hundreds of thousands of bales would be 
cut off. In the second place, the low 
price of cotton—prices have been as low 
as 6 cents for middling in the interior 
of Texas—is not conducive to thorough 
picking of the crop. Suppose, for in- 
stance, that a field has been picked once 
and denuded of all its open bolls, and 
before the rest has matured, beating 
rains come in November and December, 
and the plant is again loaded with open 
bolls along in mid-winter. This cotton 
will be low grade in character, and with 
middling cotton at say 7 cents or 8 
cents, that in the fields would not be 
worth more than 4 cents or 5 cents. It 
would cost at least one dollar per hun- 
dred to pick the 1,500 pounds of seed 
cotton necessary to make a bale. This 
gives, say, $15 for the picking of a bale 
of cotton which still must be ginned and 
hauled to town. Very few farmers will 
risk $15 in cash on such a proposition, 
and for this reason it seems likely that 
a great deal of the present crop may 
never be picked. There comes also the 
question ‘of saving the frozen bolls, 
picking them and putting them through 
the so-called “bolly” machines. When 
middling cotton is selling at 14 cents or 
15 eents it pays to save “bollies,” but 
when middling is down to 7 cents or 8 
cents ‘the process is not profitable. The 
last two crops of Texas and Oklahoma 
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have had an average addition of 400,000 
bales from the saving of bollies. This 
loss is likely to cut some figure this year. 

Therefore it seems possible for a crop 
of 16,000,000 bales to be produced, and 
one of over 15,000,000 bales to be saved, 
and it might be just as well to base price 
calculations on a crop of this latter size. 
Exports this season, if the war should 
continue for a year, might run as low 
as 4,500,000 bales. This looks like a 
minimum figure, however, for Japan is 
in a position to take 1,000,000 bales, 
Great Britain at least 2,000,000, and in- 
creases in Spain and Italy must be con- 
sidered. There is a disposition to elim- 
inate Germany's annual imports of 
2,500,000 bales, and also those of Aus- 
tria. These countries, however, will need 
some cotton, and it is merely a question 
‘of getting their raw material through 
such neutral countries as Italy and Hol- 
land. Exports might easily reach 6,000,- 
000 bales, but for the purpose of argu- 
ment the minimum figures of 4,500,000 
bales may be accepted. 

If American spinners had not lost so 
much money in the last year and a half, 
they undoubtedly would buy freely to 
accumulate a surplus. Just at present 
many mills are running on short time, 
but the end of this curtailment is in 
sight. The consumption for the season 
which closed on August 31 records con- 
sumption by American mills of 5,884,000 
bales, a new record. In spite of the fact 
that there is considerable short time, it 
looks as if textile activity would break 
all records during the present season. 
There is a great scarcity of heavy weight 
goods, and this deficiency must be made 
up by American mills. The present out- 
look points to a minimum consumption 
by the mills of the United States of 
6,500,000 bales. 

The stoppage of jute imports from 
India has given a big impetus to the 
cotton bagging industry in the United 
States. It seems quite likely that the 
increase in the ouput of cotton bags be- 
fore the season is over might be equiv- 
alent to fully 500,000 bales of cotton. At 
least if this figure does prove a trifle 
high it will be made up by the substitu- 
tion of heavy weight cotton goods for 
burlaps in other industrial fields. 

While the actual consumption by 
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American mills may not prove to be 
more than 6,500,000 bales—although 
some authorities place it as high as 
7,000,000 bales—the purchases by Amer- 
ican and Canadian mills could easily 
reach a total of 8,000,000 bales. This 
would provide only a moderate surplus, 
but it is explained by the fact that Amer- 
ican manufacturers for the last year and 
a half have not been prosperous owing 
to the low prices at which they have 
beeen forced to sell their goods and the 
high cost of cotton, particularly the bet- 
ter grades. 

On the basis, therefore, of an absorp- 
tion—not consumption—by American 
mills amounting to 8,000,000 bales, and 
exports of 4,500,000 bales, it may be 
seen that the trade will take care of 
12,500,000 bales of cotton. With a crop 
of 15,000,000 bales there would be a 
surplus of 2,500,000 bales, or with a crop 
of 16,000,000 bales the surplus would be 
3,500,000. With the issuance of emer- 
gency currency under the Aldrich-Vree- 
land Law it is believed that Southern 
banks will have enough assistance to 
enable cotton growers to carry for a 
considerable period the surplus out of 
the present crop. 

In addition to this a strong sentiment 
in favor of cotton has been engendered 
by the formation of so-called “Buy a 
Bale” clubs. The members of these or- 
ganizations are pledged to buy at least 
one bale of cotton at 10 cents per pound, 
and to keep it off the market for a cer- 
tain period. President Wilson bought 
two bales of cotton which cost him fifty 
dollars apiece. The movement is not 
confined entirely to the South, as some 
of the big Chicago packers have bought 
cotton amounting to several thousand 
bales, which are set down to the ac- 
count of executive employes in various 
parts of the country. It seems quite 
likely that the “Buy a Bale” clubs will 
take off the market several thousand 
bales of cotton. Not the least valuable 
effect is the sentiment created in favor 
of 10 cent cotton. 

Plans under consideration on the New 
York Cotton Exchange for the liquida- 
tion of the New York-Liverpool strad- 
dle place the liquidation basis at 9 cents. 
This is not a starvation price, and it also 
sets a sentimental value on the staple. 
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Moreover, a strong campaign is al- 
ready started to bring about a reduction 
in the South’s cotton acreage next sea- 
son of at least 50 per cent. The South 
is thoroughly alive to the danger of rais- 
ing a big crop next year no matter if 
the war ends sooner than expected. It 
would not be surprising if the matter of 
cotton acreage were made the subject of 
some legislative action by the states in 
the cotton belt. 

Taking into consideration, therefore, 
the fact that 8 cent cotton is well below 
the cost of production, which may be 
placed at a minimum of 9% cents for the 
whole belt, and the fact that the surplus 
from the present crop is not likely to 
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prove as burdensome as was at first be- 
lieved, the buyer of contracts seems to 
have a conservative investment proposi- 
tion. When the war ends and industry 
once more reasserts itself, cotton is go- 
ing to be in demand all over the world, 
and prices, although perhaps responding 
slowly at first, will not be long in reach- 
ing their normal level. Cotton exchange 
firms will be seeking desirable business, 
but accounts will have to be stiffly mar- 
gined. This should impose no hardship 
on the cotton investor, however, and the 
general situation will be all the safer for 
this reason. The investment buyer 
around the 8 cent level, therefore, should 
find in cotton a safe and profitable field. 




















Detecting Liquidation 


How the Spring Rise of 1913 Was Utilized to Unload 
Chesapeake & Ohio 


By THOMAS L. SEXSMITH 








F all the varied phases in the 
normal movement of stock prices 
the most interesting, perhaps, is 

that of liquidation. At least to the stu- 
dent of prices that is true. Liquidation, 
when urgent, is ofttimes spectacular, 
while its antithesis, accumulation, other 
than at panic times is seldom so. The 
two, accumulation and liquidation, are 
the beginning and end, respectively, of a 
complete market movement. They con- 
stitute also what may properly be defined 
as preparation and performance. 

There are a number of features which 
the student of price movement phe- 
nomena learns to watch closely in an 
endeavor to determine which, if either, 
of these two processes is going on in 
the prevailing market. The study of 
volume and price range is of special 
value in the observation of the general 
market. No or important accumu- 
lation or liquidation can be successfully 

i in the market as a whole 


without reflecting itself to a considera- 
ble extent in volume of daily sales and 
width of price movement. 

But since it is necessary to trade in 
individual stocks, one must examine 
closely into the action of the various ac- 
tive stocks (or inactive ones that at cer- 
tain times become unusually active) if 
one is to trade profitably. If liquidation 
is going on generally it is essential to 
know in which stock or several stocks 
liquidation is being most aggressively 
conducted. That determined, the trader 
knows which stock or stocks to sell with 
promise of satisfactory profits in the im- 
mediate future. 

The writer hardly believes it neces- 
sary to interlope into an article written 
especially for the readers of THe Maca- 
ZINE OF WALL STREET any extended ex- 
planation of the reasons why liquidation 
comes at times in certain stocks. That 
which may be necessary need be but 
short and to the point. Almost every- 
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body who has given the market much at- 
tention has seen the familiar spectacle of 
a ‘supposedly good stock declining in 
price, apparently without any good and 
sufficient reason. But of course there is 
always a good reason behind any con- 
siderable price movement. Because you 
or I or the newspapers may be at sea 
to explain a sharp decline in any stock, 
do not make the error of believing a 
substantial reason non-existent. 

The real reason for a decline in an 
individual stock when the average mar- 
ket is enjoying a period of advanc- 
ing prices is that persons close to the 
management of the company whose se- 
curities are affected have received first 
hand knowledge of the presence of cer- 
tain factors the ultimate influence of 
which will be in all probability to ad- 
versely affect the earning capacity of the 
company. Generally, by the time that 
this knowledge becomes public property 
those on the inside have succeeded in 
lessening their holdings, and in some in- 
stances are enabled to put out formi- 
dable lines of short contracts. 

It is not always possible to detect ‘evi- 
dence of liquidation in individual stocks 
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from study of transactions as published 
in'the daily papers. The writer*has been 
able to'do ‘so at various times, and each 
of theexamples observed’ has taught him 
new ideas of value for future use. That, 
generally, has doubtless been the -ex- 
perience of many others. In the study 
of price changes eternal vigilance is the 
price of proficiency. One must ‘ever 
watch closely and study untirimgly if he 
hopes to keep pace with the ‘always 
changing phases of manipulation, and 
even then he is constantly open to sur- 


‘prising 


The particular example ‘of sudden -ap- 
pearance of liquidation in an important 
stock used to illustrate the principles set 
forth in this article was brought to the 
writer’s attention in a peculiar manner. 
Early in the month of April, 1913, a 
friend of the writer’s, a professional man 
of considerable means, received advices 
through the medium of some influential 
New York connections of .an impending 
movement in the shares of the Chesa- 
peake & ‘Ohio Railroad. The informa- 
tion was to the effect that “good buying” 
was going on in«that stock at prevailing 
prices, and it was suggested that the 
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stock should -be purchased for a consid- 
erable rise. 

Before buying, however, the informa- 
tion received from so-called inside 
sources was given the writer, and his 
opinion requested as to the desirability 
of the proposed investment. It was in 
this manner that the writer’s interest was 
aroused, and the following was the re- 
sult of studies made at the time. These 
results are indeed interesting to the stu- 
dent of price changes. 

Traders doubtless recall that ‘it was 
during the latter half of March and the 
first days of April that we were given 
the vigorous “Spring Rise” of 1913. 
Such a tremendous shock as the sudden 
death of the powerful financial leader, 
J. Pierpont Morgan, failed to halt the 
rise at the time. Of course, we’! know 
now that it really was only’a short and 
sharp rally in the large bear market. 

An average price of five ‘active stocks 
which the writer keeps reached its low 
point March 19, 1913, that price being 
97%. On thessame day C. & O. sold at 
70%. From that point ‘the rise in the 
representative «active ‘market continued 
with unabated energy until April 4, re- 
ceding thereafter about three points to 
April 8, and then rallied back toa “dou- 
ble top” again on April 9. These moves 
are shown on the graphic :which ‘accom- 
panies this article. 

C. & O. started to go along -with ‘the 
rest of the market several days later, but 
its response to the general uplift was no- 
ticeably feeble and short-lived. By 
March 25 its little rise was over, and by 
April 4, when the average market was 
at its practical high point, having ad- 
vanced approximately ten full points, C. 
& O. had declined 3% points. “By April 
7 its decline had gone three points fur- 
ther, and on that date touched a low 
point fractionally under 67. Such action 
was a rather plain indication of liquida- 
tion by inside holders, and the extent of 
the liquidation could be measured in 
some degree by a study of the compara- 
tive volumes that came out during the 
action described above. 

About 2,000. shares is now the normal 
daily volume of dealings in C..& O. on 
the exchange. When volumes show de- 
cided increases ‘heyond that figure it is 
almost .certain :that «work of importanee 
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is going on. During the month of 
March C. & O. had normal daily vol- 
umes. April 3 was the first day to show 
anything unusual, and on that day 9,000 
shares changed hands. This amount 
came out on declining price movement. 
What actually was going on became in- 
creasingly apparent the next day (the 
day when the active market made “top” 
on feverish trading with a total volume 
of nearly 700,000 shares) when over 
19,000 shares of C. & O. were handled 
on a further decline in price. The next 
three days had altogether nearly 50,000 
shares of C. & O., and its price declined 
further, then recovered somewhat, but 
liquidation continued on every show of 
strength thereafter, closing the month of 
April at the low point for the year. April 
close was 7% points below the low for 
the month of March, while the averages 
of the five stocks closed the month still 
about 2% points above the March low 
point. 

An item of further interest, brought 
to the writer’s attention by recent market 
action, was a forecast made at the time 
of the C. & O. study. At that time the 
action of the stock for the period as far 
back as January 1, 1912, was reviewed, 
and based on that work and the volume 
that developed on the decline of April, 
the writer set down the figure 38 as the 
probable ultimate low for the bear move- 
ment then in progress. July 30 of the 
present year this stock touched 41%, 
proving the accuracy of the forecast. 


Eprror’s Note:—Since the above ar- 
ticle was prepared, C. & O. directors 
have voted to pass the current quarterly 
dividend. It is explained that this ac- 
tion is one of temporary expediency, 
however, and that regular dividends may 
soon be resumed. The fact remains un- 
disputed that the large selling of the 
stock was based on good information 
concerning the possibilities of future 
earnings. The passing of the dividend 
sixteen months later verifies the wisdom 
of that selling, and impresses upon the 
investor as well as the .speculator the 
need of constant study of the technical 
position and action of :stocks.as a means 
of forcasting future developments which 
may tend to effect earnings and divi- 
dends. 














How to Compare Initial Move- 
ments and Their Reactions 
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HE initial movement of certain 
stocks is always greater than 
others. This is owing to the fact 


that the original impulse is usually given 
to the issues which are most affected by 
the news or the situation, and the others 
follow along sympathetically—because 
they are indirectly influenced by the 
news, or because holders of the stocks 
which have declined find themselves in 
a weakened marginal position. 

Very often it is difficult to gauge ac- 
curately the comparative strength or 
weakness of a group of stocks without 
putting down the figures, but even then 
the situation cannot be so _ readily 
grasped as it could be if a graphic were 
used. 

We present herewith a form of gra- 
phic so arranged that the initial move- 
ment of a group of stocks, as well as 
their respective reactions and recoveries 
may be readily compared. This diagram 
is based on the actual figures which were 
recorded during a decline in the market 
a few months ago. 

Amalgamated copper was the weakest 
stock, declining seven points on ac- 
count of the specific conditions affecting 
it. Reading and Union Pacific were 
next, while Smelters’ decline was com- 
paratively small. Notwithstanding its 
heavy decline, the recovery in Amalga- 
mated was only 1% points—less than 
any of the others except Smelters. The 
rally in Union Pacific was the greatest, 
and formed the largest percentage of its 
decline, indicating the greatest intrinsic 














strength. The inference to be made 
from the lack of recovery in Smelters is 
rather a bearish one. 

The advantage of such a graphic over 
mental arithmetic and sets of figures will 
be obvious to the student and we feel 
confident that one will be well repaid for 
study along these lines. 





DON’T be afraid to take a loss; better a small one than a much larger one. 


Don’t buck the market. 


Never try to scalp a profit on the wrong side. 


Never buy a bear market or sell a bull market. 
Usuall there are well known signs of the end. When the melons are 


being handed out and everyone is tellin 
being paraded, slip quietly out of the main tent and 


little cats and dogs are 


you how good they taste, and the 


go around to the ticket wagon and watch the men counting the receipts. 
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Where Every One Has His Say 


As the Romans gathered at their Forum to discuss questions of common good, we invite 
our readers to make this department their common meeting growund—to contribute their views 
on financial topics of general interest and to ask questions relating to the science of investment, 
methods of operating, customs of the markets, general financial conditions, etc. If you should 
disagree with us or with our contributors, we will gladly print your criticisms, space permitting. 
We welcome suggestions. Tell us what articles best fit your needs and then we can serve you 


to better advantage. 
writing will not be considered—onl 
paper only. If you desire a pers 

dressed envelope. 


Judging the Three and Five Point 
Swings. 
To the Editor: 


Although I have enrolled in your Home 
Reading course, I have not devoted much time 
to it because I am utilizing my vacation to get 
some experience in the market, which necessi- 
tates my attention during evenings to what I 
have learned during the day by way of mis- 
takes, new pointers, etc. But as soon as I take 
up the course regularly, I shall send you 
answers to the test questions on the first sec- 
tion which you have sent me. In connection 
with my evening study I have resorted a good 
deal to “Studies in Tape Reading.” 

The numerous articles that have appeared in 
THe Macazine or WALL Street on Manipula- 
tion, Distribution and such other things have 
helped me lots. “Studies in Tape Reading” is 
helping me very much in determining the 
trend of the daily market. 

It seems to me that THe MaGazIne or WALL 
Street has published comparatively little 
about the moves of three or five or more 
mags which are not real bull or bear mar- 

ets, but in the nature of manipulative rallies 
and depressions caused by technical condi- 
tions. Such moves are in frequent evidence 
during the period of accumulation. To be ex- 
act, I mean those of the kind that culminated 


on —_ 4, May 9, May 27, June 2, June 8, 
June 17, June 22, June 25, July 7, July 13, 
July All of these dates are in 


, etc, etc. 
g I took these dates from the open, 
high, low and close chart of Union Pacific, 


Write your comments as you would speak them. The style of your 
the information you give. Write on one side o 
reply to questions, please enclose stamped and self-ad- 
Address, THE FORUM, care of Macazinge or WaLL Srreet. 


f the 


but the general market culminated around if 
not on these exact dates. 

I have realized that once one understands 
the rationale of such short moves, especially 
during the general accumulation period, thor- 
oughly, and knows how to call the culmina- 
tion—of course, not at the exact point, but ap- 
proximately—of such moves he can make 
more money in this way than by day-to-day 
trading (if ranges are wide enough), even 
with the aid of tape-reading; for it is very 
often that the daily range is very narrow. 
But if one can determine moves of three 
points or so, the narrow ranges won’t make 
much difference. 

Now, I have tried to find in THe MAGAzIne 
or WALL Street an article that deals exclu- 
sively with such moves. It seems there is 
none, although, to be sure, there are refer- 
ences to them in some articles. Since I aspire 
to be a trader in such movements, I should like 
you to tell me how to call the culminations in 
such markets. The reason I ask you this is: 
Suppose the trend (of current move) is up. 
In this case, I know how to buy on reactions 
at the right time with the aid of tape-reading. 
Suppose this rally, say, of four points, has 
culminated, but I am not skillful enough to see 
it until a few days after. It reacts the day 
after the culmination. Not being able to call 
the culmination, I may buy on that reaction, 
hoping for a further rise, and later on I may 
find that the reaction is now in line with the 
downward trend of the next move that usu- 
ally follows the culmination and that may ex- 
tend to at least three points (more or less). 
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tom or tep. I.know this is. impossible. What. I 
mean is to determine «whether it should be 
the last i a of the rise or fall, thus marking 
its culmination. 

Do you think double bottoms or tops .and 
in the half-point chart will 
help to form a decision in regard to culmina- 
tion? .I have studied that chart in this way 
and I*find. it to be of much value, as I believe 
that the :half-point chart is the best one for 
showing support and pressure, so far as three- 
point or so movements are concerned. 

Do you also think the law of average . will 
also help? For instance, after the culmina- 
tion 6f the real‘bear market,+the market usu- 
ally makes a rebound, culminating around a 
point «midway between the price from which 
ithe bear market. eased the culmination 
wf that bear market. I have studied . espe- 
vsially Union Pacific in, regard to the Jaw. of 

averages in such.cases. I -have found .in a 
-good many cases that it usually rallies about 
«Six OF 80: an x after :the culmination of the 
tbear market. I believe:that at,least.six points 
are the .average .extent of. such rebounds in 
Union Pacific. I do notvsay that.of any other 
stock, but I = say that when Union reaches 
that -extent, the ;general market may -be_ said 
to have es 2 reached ;its limit. .When I.say 
six -poimts,.I,mean the “focus.” Unien may 
‘tally;much more than six, points. or.a little less 


arbitrary 
/sule—just .as ayguide to the extent of the 


movement. 
“Also, I.note that,in the greater «majority of 
(eases .except in narrow trading areas, «each 
movement, y= yay as ~rebound ‘ot 
»a_shake-out, Ting accum — 
~extends to three or smore .pom ; 
poops. $0 | me S inele-aunche border so aall the 
t oeh movements.as: three, four, 
ies -and shake-auts, -etc., 
ian of seal ball, or 


bear;campaigns. in the ease,-it.is eom- 
/Pparatr easy: to wuse of the kn 

ot, , ; eout , I do think 
this true of short .moves ;becauge -are 


would to maimation of 
’ . Ss. 

f have ¢,at some length on. this.eubject 

. that .2.thorough Ss. oe 

ing. of the rallies.and depressions: that .usually 

the, is essential to 

success .in trading int .mevements 


or.so.and furthermore because I believe that 
the —— — is the .most compli- 
-eated partso market . 

To sum up: I should ke to .ad- 
vise eS cee Be eae gore 
moves.—M. L 


This*is rather,a “large order.” 

Movements of -three «to *five points are 
Seamiiieo seemerounnstd.co-Saseeeee: that they 
are t to follow. ‘A’ thousand influences 
are capable of -producing such short «swings, 
while comparatively few factors or ecombina- 
tions are important enough to move the mar- 
ket ten or more points. The difficulties in- 
crease as you get down toward the ‘fractional 
fluctuations. 

While our past volumes contain much of 
s tive value, we cannot prescribe any more 
definite plan than the adaptation of all the es- 
sentials used in judging larger swings. That 
chart or other indicator of the ten or 





is, a 
twenty-point-moves might be-kept on a quar- 
ter-point basis instead of a half or one point. 
The whole idea would then-be to take a more 

microscepic view of the market—to change 
the »scale -of , your: vision. 

One reason: why there are.so many of these 
movements 4s that a darge number are pro- 
duced sby .a powerful,group of floor traders 
who eare little about the main ‘swings. so long 
-as they can.get.a “turn” out of the long-or the 
short.side. _Larger.operations will» frequently 
depress a few stocks .while accumulating oth- 
ers, and vice versa. As the range of accumu- 
lation. or distribution is usually three to five 

ints, trying to catch these swings would be 

ike ¢ grabbing for “crumbs from the rich man’s 
table” with a good chance of-your getting a 
loss instead of a crumb. 

The series entitled “Notes on Office Trad- 
pn Dmg began sin ‘Vol. 10, contains many 

ble ideas fer -your purpose. Study this 
carefully. .It.was written -by-one who makes 
yay successful nbusiness. of: trading for the short 
sewings 

Wie-dowet see how:you can-utilize the law 
-Of sawerages -to +very ;good advantage. 


On pages 487 .and 489 of the September 
assue spre .giyen -the §gures .for “Ber Cent. 
pa Dea, Now New York. _Glearing- House 
“Exeess : Deposits,” . the latter 

1s . ._How .can I obtain these 
data? very week .I see the -Anmalist, “Com- 
mercial .an Financial Review, -Bradstreets 
and but .in wae set these issues -have 
‘these figures been ag hy request for 
them made upon the N rk. Clearing-house 
Was ;courtequsly , and explicitly 

-refused. Jf you are .abtaining . these figures 
can inform me .how to do it without 
‘violatipg any cenfidence).will ¥Qu hey: om so 


The sonly sway you can oget =. all 
week by week 4 to -ealctlate them yourself. 

This 3 - real i Pee method we 
-employ is in-our book “In- 
= ~FS oto, one Fey ‘How- 














THE 


ever, the issue of emergency currency and the 
pending establishment of the new banking 
system haves already affected, and: will ‘affect 
still more, the value of these percentages. We 
do not believe that their usefulness will be 
entirely destroyed, but more care and judg- 
ment will be needed in interpreting, them. 





A Valuable Suggestion. 


Regarding the price graphic on page 397, 
September issue: It shows simply that prices 
in 1914 are lower than in 1909 and is nothing 
more than a picture. The ordinate or price 
magnitude is absent. So far.as the writer can 
tell from it the difference between 1909 and 
1914 might be either 5 points or 50 points. 
Again the two graphics may be drawn to the 
same vertical scale or may not be. What are 
the horizontal figures and the stocks averaged? 

Would also suggest that in “The Bond 
Buyer’s Guide” the denomination of each be 
given, as more of us are interested in small 
denominations.—L, R. S. 

The graphic was based on the Dow-Jones 
averages for 12 industrials and 20 rails, with 
this exception: that. in. the 1901 panic: our 
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Convertible Bonds. 


Investors. who want to. get. a large de- 
gree. of! im. their: investments: and 
yet want additional possibilities of profit 
by holding such bonds, may well look to con- 
vertible bonds now. Everyone knows what 

in the stock market im the recent 
weeks: With the: whole market going to 
pieces, there was sure’to arise some fine op- 
portunity for good buying. 

These opportunities seem to be here now. 
The purchase of good convertible bonds can 
now be’ recommended with a very favorable 
chance of showing” substantial profits some 
months in the fature. The slump in invest- 
ment values, both: in the stock and bond lists, 
has brought some of ‘the convertibles down to 
an attractive basis. Practically the whole list 
is now selling at or close to a point where the 
return is an investment income, so that: if 
bought now they could be taken for that reason 
alone if for no other. 

Anyone-that takes on convertible bonds now 
gets not-only a satisfactory income return, but 
also the added likelihood of increase in prin- 
cipal through advance in the stock market 
later on. 

The same thing happened in 1907. Stocks 
are down now and everyone knows they can- 


graphic shows the low. prices for y, of : : J 

that year, while the averages: are reported. at a5 om oa indefinitely. Some da hd 

the closing prices. The. latter gave, no; true fot Sas Sak high ae ben 4 =e 

idea.of the extent of the-dectine. Thatris‘why {re the purchase-of convertible bonds now, 
at least those bonds which are exchangeable 


we have used the extreme:lows. 

The chart was notxintended to give: details, 
but to. show. the relative position of:prices on 
the day. the. Stock Exchange last closed, 

You will find in the July, 1913) number a 
lines chart which will. give: you the. détailed 
figures. The low points im the railfoads will 
be found in the fourth paragraph of page 395 
of our September number. 

_ We can easily. denote the bonds which are 
issued in small denominations in “The Bond 
Buyer’s Guide,” and will make this change in 
the next issue in: which it appears. 

you: for the suggestion. 


for stocks that are on the list and which move 
with the general market, carries along: with it 
the-certainty of profit in the other direction. 

When: stocks are high the purchaser of con- 
vertiblé- bonds usually gets something less 
than a- satisfactory: investment income and 
pays: rather high for the possibility of getting 
some advance in the st As often as not 
he gets little or no profit from enhancement 
from stock values. 

There is every argument for buying con- 
vertiblés: now by anyone who is satisfied with 
something’ good, but’ not of the highest grade 
mortgage ‘investment. 


Market Statistics 


July 20 to Closing: of the Exchange 





Breadth 
Dow Jones Avgs. -—50 Stocks—— Total (No. 

July Inds. Rails. High. Low. Sales. issues. ) 
Monday .......... 20 80.41 98:30 66.12 65.81 215,900 107 
; lio 21 80.76 98.77 66.43 65.61 294,100 121 
Wednesday ....... 22 80.83° O® 49 66:46 66.04 181,900 107 
BOGE oc scceess 23° 80:52 97:95 66:15 65.64 192,100 115 
PR Fe 24 79.71 97.05 65.51 6491 293,400 130 
Saturday’.......... 25 7967 97-16" 66.18! 64.58" 209,600 113 
Monday ........... 27 7907 9658- Ast 63.76 489,600 160 
Taesday-.......... 28 76.28 9314 64.24 61.78 1,031,000 181 
Wednesday ....... 29 76:42 9442 62.71 60.54. 804,300 165 
Sion sates 42 89.41 61.73" 57.41 1,037,000" 191 


Thor 3% 71; 3 
Friday, July 31, New York and all foreign stock exchanges closed: as-a result of’ European 
war. 
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Essential Statistics Boiled Down 











parisons for the corresponding month (or 
nearest month obtainable) in each of the four 


view of the financial and industrial 
preceding years. 


situation, with the best available com- 


TT: figures below give a complete 








Average Average Per Cent. PerCent. PerCent. PerCent. Moneyin 
Money Money Cashto Loansto Cashto Loansto Circulation 
Rate Rate Deposits, Deposits, a as ot Per Capita 
Prime European NewYork New York I First of 

Commer- Banks Clearing- Clearing- National National Month. 








cial Paper house house Banks. Banks. 
New York. Banks. Banks. 
September, 1914........ 7 5% 22.5 103.2 ere $35.03 
August, 1914........... 6% 5% 22.9 100.7 inhi Raia 33.96 
pe | Se ere 44% 3% 26.0 97.0 15.5* 102.8* 34.53 
September, 1913........ 6 43% 25.6 100.8 15.3* 103.5* 34.48 
" ae 5% 3% 25.3 99.8 16.2* 102.5* 34.36 
s een 4i4 3% 26.8 97.8 17.3* 102.8* 34.25 
sy er 5% 3% 27.2 99.0 15.5* 103.2* 34.83 
*June. 
Bank Balance of Balance of 
New Securi- Clearin Gold Trade 
ties Listed Bank of U.S. Movements Imps. or 
N. Y. Stock Clearin Excluding ano or Exports 
Exchange of U. N. Y. City (000 omitted) 
(000 omitted) (000 omitted) (000 omitted) (O00 omitted) 
August, 1914........ $104,524 $9,942,247 $5,361,047 Ex.$15,090 Im. $19,051 
JO TOR ind canine. 234,534 14,492,363 6,311,878 Ex. 30,277 Im. 6,095 
August, 1913....... 38,085 12,391,433 5,629,239 Im. 4,609 Ex. 50,257 
< ar 142,063 13,208,383 5,722,100 Im. 3,078 Ex. 13,088 
# | er 390,374 12,662,586 5,278,444 Im. 3,624 Ex. 18,239 
* | ee 9,500 11,537,521 5,075,253 Im. 9,668 Im. 3,691 
U S. 
Bradst’s English Whole- Produc’n Priceof Produc- U.S. St’ 
Index of Index of sale 4 Iron Electro. tion of Cop- Co. Unfill. 
Commod-Commod- Priceof (Tons.) Copper per (Lbs.) To onnage 
ity Pes. ity Pes. Pig Iron (O00o’td.) (Cents.) ‘Gitions (000 o’td.)t 
September, 1914....... 9.75 2,698 ee 12.1 
August, 1914.......... 871 2,565 13.25 1,995 12.3 = ike 4,213 
Se | ee 8.65 2,549 13.30 1,958 13.2 = 4,158 
September, 1913....... 9.10 2,693 14.25 2,545* 16.3 131* 5,223* 
™ Reaves « 9.21 2,722 15.87 2,512* 17.5 145* 6,163* 
. ee 9.81 2,53 13.31 1,926* 12.2 125* 3,695* 


1 § ; 
4: er 8.95 2,407 14.25 2,106* 12.3 127* 3,537* 
*August. ftLast day of mo. 


Babson’s 
Net Building Business Average 
Surplus rations, Failures 7—Crop Conditions 10 Lead- 
of Idle wenty Total Winter Spring ing R. R. 
Cars. Cities. Liabilities. Wheat. heat. Corn. Cotton. eods 

September, 1914..... 163,326 a'pds 680 717 
August, 1914........ 196,665 $35, 072,097 $38,709,617 ae 755 748 780 895 
Teley, BOOS, ... Salas ces 219,540 50,617,332 25,441,310 941 921 858 764 %9 
September, 1913..... 58,306 39,259,602* 22,237,005* 81.6t 753 65.1 68.2* 92.5 
7 1912..... 9,750 52,038,639*  15,532,594* 733 908 82.1 74.8* 96.0 
1911..... 84,541 63,123,423* 12,009,036* 768t S67 703 732* 977 
8 55:51 ROD. tone 50 42,547 12,110,250*  81.5f 63.1 782 721* 979 









































The Market Outlook 


Some of the Factors Beneath the Surface of 
Current Events 




















[NOTE.—This department deals primarily with investment, not purely speculative 
conditions. Expressions of opinion apply to the long movements of prices, often ex- 


tending over a year or more. 


For instance, early in 1912 a bullish position was main- 


tained; toward the end of the bull movement in the fall of 1912, a decline was pre- 
dicted; thereafter a generally bearish view was expressed until the fall of 1913, when pur- 
chases of carefully selected stocks were recommended. Readers, therefore, should not 
attempt to gauge the immediate movement of prices by the factors analyzed here.— 


—Tue Epitors.] 


T present the question of most 
vital interest to a majority of 
the readers of this department 

is, When will the Stock Exchange open? 

Not, at any rate, until the surplus re- 
serves of the banks are restored to legal 
requirements and call money rates are 
back to more reasonable figures. After 
keeping the exchange closed for two 
months in order to prevent heavy for- 
eign liquidation of our stocks—which 
would in turn have resulted in further 
depletion of our supplies of gold—it 
would be little short of absurd to reopen 
the market in the face of an 8 per cent. 
money rate. Such a rate would offer the 
strongest inducements to domestic hold- 
ers of stocks to turn them into money, 
since the money would yield a larger in- 
terest return. The market would thus 
have to encounter sales from home as 
well as fram abroad. 

We can safely say also that there is 
little probability that the New York 
Stock Exchange can open before the 
London exchange. In London call 
money is now down to 2 per cent., yet 
nobody there believes that it is yet safe 
to open the exchange for unrestricted 
business. The first thing necessary is 
to restrict Continental sales of securities 
on the London market. The decision 
has been reached to require transfers to 
English names, and later a date will be 
set after which securities standing in 
Continental names will not be a good 
delivery in London. This will serve to 
check sales of American stocks from 
Continental sources. 

It is something of a repetition to add 


that foreign exchange will have to get 
back near to a normal basis before the 
exchange can reopen, for when our bank 
reserves are restored and our money 
rates have become reasonably easy, for- 
eign exchange will be back to normal; 
otherwise money rates could not relax 
much. 
* . * 
T HE greatest difficulty, of course, lies 
in Germany, Austria, Belgium and 
France, where the war has brought 
everything to a standstill and almost in- 
conceivable conditions of ruin and dev- 
astation prevail. England, while spend- 
ing an immense amount of money and 
sending a vast army to the front, is still 
able to do business. In fact, the recent 
issue of treasury bills there was snapped 
up very quickly by investors at less than 
a 3 per cent. basis for the 6 months ma- 
turities and about 3% for one year— 
while the city of New York has had to 
pay 6 per cent for money. French treas- 
ury bills are being taken by London at a 
5 per cent. basis, and the open market 
discount rate is 3 to 3% per cent. 
Fortunately for us, most of the Ameri- 
can stocks held abroad are in England; 
yet there are enough on the Continent to 
make sales from there a serious danger, 
and conditions on the Continent are such 
that holders may feel compelled to liqui- 
date whatever is salable, regardless of 
price. This will hardly be the case in 
England. 
* * * 
HERE has been considerable dis- 
cussion of the amount of the short 
interest outstanding at New York. When 
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the exchange closed July 30 there was a 
short interest of over 1,000,000. shares. 
A considerable part» of this, of course; 
represented stocks sold “to arrive.” It 
has now been much reduced, botli- by 
delivery of stocks as they arrived and 
by purchases to cover, so that it is doubt- 
ful if. more. than. 300,000. shares. is. now 
outstanding, 

This. will not. afford much support 
when the exchange opens. If prices are 
to be maintained it will have to be be- 
cause conditions are seen to warrant the 
present,plane of values or higher. Nor- 
mal bank reserves.and. normal money 
rates will afford the strongest evidence 
that conditions do warrant such prices. 

There is talk, mostly of a rather irre- 
sponsible character, of the formation of 
a big syndicate to take a billion or-two 
of stocks off the market when the ex- 
change opens. It is easy enough for a 
local hardware merchant of Winnipunk, 
New Mexico, to get his name in the pa- 
pers by forming such a syndicate in his 
mind’s eye, or for a Wall Street “Piker” 
to toss Rockefeller’s and Carnegie’s mil+ 
lions into the breach, but the actual sup- 
porting of the market would’ be another 
matter. It will not be undertaken unless 
the quantity of stocks to be taken care 
of is fairly well ascertained and the en- 
terprise is seen to be both safe and 
profitable. 

* * 7 

I" is rather surprising that money rates 

continue so high, in view of the sig- 
nificant facts that about $200,000,000 of 
emergency currency has been injected 
into the circulation while at the same 
time bank clearings have fallen off 
sharply throughout the whole country, 
indicating a lessened use of money. 

Clearings outside New York City 
(New York being omitted because of 
the influence of the stock exchange 
were about 15 per cent. smaller in 
gust’ than in July. There always is a 
decline from July to August owing to 
seasonal conditions, but it should not be 
over 5°to 7’per cent. September clear- 
ings to date of writing do not indicate 
any substantial recovery in the activity 
of business from the August level. 
What has become of the emergency 
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currency? It is true that we exported 
about $104,000,000 net of gold during 
four months. ending August, and still 
more has been shipped out in Septem- 
ber; but even this does not account for 
the. continued deficiency in New York 
bank reserves, in view of the issues of 
currency and the. decline in the activity 
of business. 

It is clear that money is being held off 
the market somewhere, and the general 
assumption is that country banks have it. 
The painful experiences of 1907 are still 
fresh in the minds of many country bank- 
ers.and it is not surprising that, in the 
face of the greatest and most costly war 
ever known, some of them feel like build- 
ing up their reserves even above legal 
requirements. When money rates begin 
to fall, as they soon will, this hoarded 
money, whether held by banks or by in- 
dividuals, will begin to come out, and 
an unexpected plethora of money might 
easily be the result. 


* * *x 


N the whole, it is clear that the 
situation is slowly improving and 
that ‘holders of well selected stocks which 
have a liberal excess of earning capacity 
over dividend requirements have no oc- 
casion for alarm. Time will be needed 
to work out an unprecedented situation ; 
but the holder of a dividend-paying stock 
can afford the time. 

The situation bears hardest on the 
brokerage fraternity, but the last few 
years have imbued most brokers with a 
considerable degree of philosophy under 
misfortunes. Investors are resting com- 
fortably and active speculators have be- 
come so few that the aggregate of their 
troubles is not seriously threatening. 

We think this is a safe time to pick 
up good stocks: The market has not 
been called upon to go through a genuine 
panic because the panic was nipped in the 
bud by the closing of the exchange; but 
in many respects we have had practically 
panic conditions, and prices are low when 
considered on the basis of the American 
situation. It is useless to expect to buy 
at the bottom, but we now have an op- 
portunity to buy many stocks consider- 
ably below their normal value. 
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How to Make Dollars Grow 


A Few Hours’ Time Weekly Can Be Made to Yield You 
Many Dollars for Years to Come 


HERE is no mystery about the Business of Investment. No special talent or 
aptitude is required. No extraordinary facilities are needed. But one thing 
IS necessary—and that is KNOWLEDGE. You can make profitable invest- 
ments if you KNOW enough. 
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Called “INVESTING FOR INTEREST AND FOR PROFIT 
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to temporarily interrupt or delay you. 


Mr. G. C. Selden, well known to most of our readers as the Associate Editor of this 
magazine, and the author of various financial and investment works, will have general 
supervision of the instruction in this Course, which insures the careful, conscientious 
and scholarly handling of all lessons and questions. The student will also be 
given the benefit of the ideas and advice of numerous other experts. Our special 
effort will be to make the Course of PRACTICAL VALUE. 


_ When the Course is completed we award you a “Certificate of Profi- of Wall Street, 
ciency,” showing what you have done. Young men seeking to enter the 4 
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small in comparison, smaller even than 
many a trader’s “shoestring.” Yet the 
author more than tripled the purchas- 
ing power of each dollar by buying 
stocks at panic levels. 


Steel Common was the medium 
for his success. He bought in 1901, 1903, 
and 1907 when everybody was selling and 
later sold when everybody was buying. 
And when he finally balanced his books 
there was a snug profit of over $45,000 
earned by his “shoestring” capital. 


The plans he followed and 


methods he evolved are interestingly, 
tho tersely, described by him under the 
above title in “FOURTEEN METH- 
ODS OF OPERATING IN THE 
STOCK MARKET.” 


Read this method of investing 
and trading under panic conditions. It 
contains many helpful suggestions and 
much practical information that you can 
now follow. 
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profit the extraordinary investment op- 
portunity now existing for you. 
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first time in this volume. A clear under- 
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of numerous magazine articles on allied 
topics. 

“Breaks ground in a new field.”— 
Political Science Quarterly. 


Cloth, price $1.04 postpaid 
Magazine of Wall Street 


120 Liberty Street, New York 








Investment Knowledge Means 
Investment Success 





The principles of Investment 


may be learned from 


Investment Bonds 


A volume discussing 
Their issues and places in finance. 
Frederick Lownhaupt. 
250 pages. 8vo. $1.75 (By mail $1.90). 
It contains the essential facts about 
securities, showing how they are issued 
and the general investment aspect of 
each. All the important features are 
given a full chapter each. Hundreds of 
facts not generally known by investors 
are set forth. 


Fer Sale by 


The Magazine of Wall Street 
120 Liberty St., New York 


























THE MAGAZINE OF WALL STREET. v 





WANTED 


Your Spare Time for a Very 
Exceptional and Money- 


Making Proposition 


| UR Circulation Manager de- 

O sires to get in touch with 

men having spare time 

each week and the energy to make 
that spare time pay dividends. 


Can you qualify? We want you 
to introduce our publication to the 
merchants, lawyers, physicians 
and investors in your section. 
These classes of men are just as 
eager to hear of us as we are to 
add them to our growing family 
of readers. Such men recognize 
the value of THE MAGAZINE 
OF WALL STREET, and there 
is nothing “just as good” for them. 


We meet the needs of investors 
as no other publication can. Any 
man, even though but slightly in- 
terested in stocks and bonds, will 
want our publication, and no 
other will do, after he once knows it. 


We will co-operate with you by 
mailing sample copies, advertising 
literature and personal letters to 
any lists you supply, thus prepar- 
ing your prospects for your call. 


Liberal terms to those who can 
qualify. A postal, bearing your 
name and address, will bring com- 
plete information by return mail. 


Circulation Mgr. 


THE MAGAZINE 
OF WALL STREET 


120 Liberty St., New York 











Financial Literature 
Sent Free Upon Request 





Small Payment Plan. 

$100 Bond News (monthly). 

Be a Bondholder. 

Answers to Questions about $100 Bonds. 


An Ideal Investment. 


Beyer & Co., 55 Wall St., New York. 


Odd Lots for Investment. 

Investors Pocket Manual (monthly). 
Financial Review (weekly). 

A Suggestion to Investors. 

The Working Dollar. 

Money Talks. 

Buying and Selling Foresight. 


Chisholm & Chapman, 75 Broadway, N. Y. 


“Prosperity Booklet.” 
“Wagner 1914 Crop Booklet.” 
“Private Code.” 
“Quarterly Grain Statistics.” 
“Daily Or Weekly Wagner Letter.” 
“Monthly Security Statistics.” 
E. W. Wagner & Co. 
98-99-100 Board of Trade, Chicago. 


Dividend Records. 
Pipe Line Map. 
Standard Oil Stocks. 
Which Standard Oil? 


Pouch & Co., 14 Wall Street, New York. 


Present Prices of the Best Bonds. 

Circular and Chart on Relation Between Bond 
Prices and the Cost of Living. 

Attractive Offers of Municipal Bonds. 


A. B. Leach & Co., 149 Broadway, N. Y. 








THE MAGAZINE OF WALL STREET. 








How I Learned to Read the Tape 


An Advertisement by 
TOM LAWRENCE 


HE cleverest “tape reader” I ever 

knew never read twenty lines of 

printed matter concerning the art 
of which he was without doubt a past- 
master. He told me so himself. 


But by the same token, he did spend 
twenty-seven years of his natural ex- 
istence with both eyes on the tape and 
his hands in his pockets. 


He could hit ’em all right, and every 
now and then when something good 
came along he nearly always “saw it 
first,” and jumped on it before it fairly 
started on its way. 

When I first became acquainted with 
this man I was inexperienced enough 
to ask him to show me how he did it. 
He was a good natured, middle-aged 
fellow, and he tried his best, no doubt, 
to explain in a general way how he 
worked, but the effort was useless. He 
knew, all right, but he didn’t know 
how to “get it over” to me. Maybe I 
was thick, but he never taught anyone 
else, so I guess I am as good as the 
average. 

He did tell me, however, that it cost 
him acouple of good sized fortunes to 
learn how to read the tape well enough 
to trade successfully. But he made it 
all back, and then some, and he’s pretty 
well fixed today, better off than any- 
one else I know who trades profes- 
sionally. 

Because he could master “tape read- 
ing” I made up my mind that I could 
too. I hate to be “stumped.” But I 
didn’t have any fortunes to lose, nor 
quite twenty-seven years to spare for 
experimenting, so I looked around a 
bit to see if I couldn’t find some good 
stuff that had been written about it. 


Of course I just naturally fell into be- 
coming “a constant reader” of the 


Magazine of Wall Street. That bril- 
liant little monthly became my regular 
companion—never missed it after get- 
ting the first issue no more than I 
missed a meal. 

One day, off in a corner by itself, I 
chanced to see an advertisement about 
a book by a fellow who signed himself 
“Rollo Tape” and the name of the book 
was “Studies in Tape Reading.” The 
“ad” said it was the only work of its 
kind published, and you can bet regu- 
lar money that I lost no time in digging 
down for the required three hundred 
and six little red coppers mentioned as 
necessary to declare me in as a pre- 
ferred stockholder in the fund of mar- . 
ket lore it was claimed to contain in- 
side its fat and glossy leather covers. 
I bought that little book about five 
years ago and I’ve been reading it reg- 
ularly ever since. If ever a man ob- 
tained his money’s worth of good solid 
reading I’m that party. And the best 
of it is, I get new ideas for use in trad- 
ing just about every time I open it. I 
like to stick it in my pocket when I go 
away for a day or so of fishing. One 
needs to be quiet and alone by one’s self 
when studying a book like this. You’ve 
got to get “into it” before you can get 
anything “out” of it. 

I had not had my copy twenty-four 
hours before the tape began to tell me 
things that were Greek to me before 
I read my “Studies,” and every day, 
almost to this day, I find that I’m able 
to discover new whisperings, and best 
of all, it’s profitable little gossip that 
comes along. 

I guess that little investment of $3.06 
was a bad buy, eh? Yes, you are 
wrong, it was not! And in gratitude 
to the deserving author, I sat down and 
wrote this little appreciation. 


P. S—Write to THE MAGAZINE OF WALL STREET, 120 Lib- 
erty Street, New York, enclosing $3.06, and copy of the book, 
Studies in Tape Reading, will be sent, postage prepaid. Do it now! 
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—is in the eating; but the proof of The 
Trend Letter is in the subscription renewals 


Most men will try anything once. They will not 

trying if it does not pay. The Trend Letter pays 

its subscribers or they would not renew their subscrip- 
tions. 


When the Trend Letter was two and a half years 
old (April, 1914), we examined the records to see 
whether our old clients were continuing their subscrip- 


tions. We found that 
24.3% had subscribed to the Trend Letter for ? years or more. 
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81.2% 
188% “ “y “ less than 6 months. 


100.0% 


Eight out of every ten became permanent sub- 
scribers after testing the Trend Letter for a few 


months. 
Doesn’t that prove its value to them? And to you? 





Remember, we do not claim to be always right; 
(anyone who does is imposing on your credulity), but 
we do claim that the Trend Letter is worth much more 
than it costs; that those who follow it, or use it as a 
check on their own judgment are satisfied with the 
net results. 


That is why they renew their subscriptions. 
That is why you should subscribe. 


Address: 


TREND LETTER DEPARTMENT 
Magazine of Wall Street 
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COLUMBIA UNIVERSITY 


COURSE ON 


INVESTMENTS 


1914-1915 
By FREDERICK LOWNHAUPT 
We reprint herewith the outline.of’the:course as published by Columbia 
University, not only because it will’ be:of interest to many readers but also 
as a help to students of the subject who are covering similar ground in their 
private reading. We may add that our Book Department will, whenever 
requested, aid such spare-time students in the selection of text-books. 


FIRST TERM 
GENERAL AND INTRGDUCTORY 
Five Lecrures 


Considering the broad facts regarding the 
investment aspect of various securities and 
their production and distribution. 

I. Intropuctory—Investment as a science; 
the scope of the study; education in invest- 
ments and its value; fundamental facts. easily 
mastered; principles only the frame-work of 
the science; essential facts about investments 
part of a liberal education; specialized study 
requisite to proficiency; comstant application 
the price of expert investment judgment. 


II. Orictn anp Destination or Great INn- 
VESTMENT OvutpuT—A broad survey of the 
sources from which the mass of securities 
come; classification and description of the is- 
suing corporations; processes: by. which se- 
curities reach the ultimate investor; channels 
of distribution; character and disposition of 
investors; ultimate lodgment. of bulk of se- 
curities. 


III. CLassiFIcATION AND Descriprion—A 
general classification of securities according 
to various principles or arbitrary demarca- 
tions ; description of the various types of bonds 
by classes and as individual instruments; fun- 
damental and special distinctions. 


IV. FunpAMENTAL DirrErRENcES IN _ IN- 
VESTMENTS—Consideration of the’ underlying 
economic factors an important aspect of in- 
vestments; how they afféct different classes 
and types; extent to which this should be ex- 
ercised in selecting securities; a vital element 
in the factor of safety. 


V. ELements or AN INvESTMENT—Critical 
study of the elements or factors that are es- 
sential parts of every investment; in what 
proportion safety, income and marketability, 
which are the basic factors, enter into every 
security; conditions that make the proportions 
vary or change; influence and effect. of) other 
special factors such as convertibility, and 
others. 

BONDS SECURED BY A MORTGAGE 

Five Lecrures 

The essential features of all bonds having 

for their stated security a. mortgage lien on 


ible property such as railroad tracks, 
denber lands, factory plant, contents of mines, 


other securities, etc. 


VI. Rarmroap—InpusTRIAL. 
VIL Urmurms-—Reat EsraresTimoner. 
VITI. Minrnc—IrricaTtion—Dratnace. 


TX. Cortaterat Trust Bonps—Generally 
an indirect mortgage on property through a 
lien on other securities; a type of instrument 
that involves many uliar aspects; some in- 
vestment features that distinguish this type 
of; security; requires critical examination to 
determine to what degree it is desirable as 
an investment. 


THE MORTGAGE 


X. Mortcace Inpenrure—Analysis of rep- 
resentative indentures covering railroad, in- 
dustrial, utilities and various other types of 
bonds; general plan of such indentures; com- 
pleteness of the documents; difficulties of the 
layman in. interpreting; of what value it is. 
for the protection of the investor. 


NON-MORTGAGE SECURITIES 


A study of the various bonds that are with- 
out a definite lien on tangible property of 
some kind. Similar to the consideration given 
mortgage secured instruments. 


XI. XII. Ramroap— Inpusteiat — Utii- 
Ties—Miscettangous (Debentures—Convert- 
ibles—Income. ) 


XIII. Government—Srate. 

XIV. Municipat. 

XV. Mobwnicrpar: 
ANALYSIS 


XVI. Income AccountT—RAmRoaD AND 
Urnmitry Companies—Studies in analysis of 
the income statement of these classes of cor- 
porations showing the sources of revenue 
and the proportions of whole derived from 
these sources; also the disposition of income; 
factors that affect the revenue producing 
capacity; various expenditures and their far 
reaching effect. 

XVII. Income Account—InpUSTRIAL AND 
MISCELLANEOUS CORPORATIONS. 

XVIII. Barance SHeet—Rarmroanv—Studs- 
ies in the analysis of a railroad balance sheet 
showing the items. that enter into such an 
exhibit and the significance of each as to the 
position of the company; how to interpret the 

(Continued on page xiv.) 
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The Security Holders’ 


Demagogue 
Insurance 


WE can insure against loss by fire or loss by acci- 
dent or loss by burglary. 


But how may we insure our savings and our invest- 
ments against loss from the demagogue? Against 
loss from legalized burglary—unwise legislation, un- 
just taxes or the misuse of our savings by corporation 
management? 





This is a serious question. It is a question of grave 
concern to Leslie’s Illustrated Weekly Newspaper. 
Because Leslie’s is the business man’s periodical—a 
believer in property rights—an exponent of good 
business—an advocate of national prosperity. 


As a step toward the solution of this problem, the 
financial editor of Leslie’s has been instrumental in 
organizing 





The Security Holders’ 


Protective Association 














Kindly mention THE MAGAZINE OF WALL STREET when writing advertisers. 











THE MAGAZINE OF WALL STREET. 


Protective Association 


The Need for Such an 
Organization 


HE careless and sometimes criminal use and mis- 
use of the savings and property of others by 
corporation managers; the attacks of demagogues, 
socialists and anarchists upon property and savings 
of the thrifty; the raids and attempted raids upon the 
business interests of the country; the regulation of 
railroads and business of all kinds; the imposition of 
exorbitant taxes without necessity or right upon the 
savings and investments of our whole people—all 
these threaten the security and impair the income of 
the savings and investments made for old age and for 
those dependent upon us and make necessary the or- 
ganization of all security holders for mutual protec- 
tion against such assaults upon the principal and in- 
come of our savings. 


Each issue of Leshe’s carries a coupon for you te 
use im joining. 


Leslie’s 
Illustrated Weekly Newspaper 


New York 





Kindly mention THE MAGAZINE OF WALL STREET when writing advertisers. 
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relation of the various items from am invest+ 
ment point of view; variations in the arrange 
ment and importance of items. 


XIX. Batance SnHeetT—InpustRiAL—Mis- 
CELLANEOUS CORPORATIONS. 

XX. Worxinc Caprrat—What items con- 
Stitute this; variations in calculating it; how 
it indicates the position of the company; what 
influences and factors affect it in the various 
classes of corporations; the significance of 
changes init; theories.as to its size for dif- 
ferent types! of bnsiness; \practieal cases. 


XXI. Caprrauization—The vital relation 
between total capitalization of a corporation 
and the individual security issues; forebodings 
of good or ill in the capital. structure; signif 
cance of the proportions between the amounts 
of bonds and stocks outstanding. 


XXII. Eguitms—What it means for a 
corporation in the way of mutually favorable 
business associations where equities are held 
in other companies; what it means for the 
bondholder and stockholder; strategic ad- 
vantages that arise from equities; what se- 
curities represent the equities. 

XXIII; Facror or: Sarery—The meaning 
of this phrase in investment science; how the 
factor is calculated; by what standards it is 
to be measured; it is not an arbitrary value 
but a flexible quantity. 
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COLUMBIA UNIVERSITY INVESTMENT COURSE 
(Continued from page xi.) 


INVESTMENT CLASSIFICATION 


XXIV: XXV. XX'VI. Ramroaps or THE 
Unritep States—Assigning them to their rela- 
tive investment position according to such 

i tions as character and diversity of 
traffic; capitalization; earnings; margin of 
saféty for their securities; efficiency of opera- 
tion; physical characteristics, etc. 

XXVIII. XXVIII. Inpusrrtat Corpora- 
tions—Classifying them for their investment 
position by groups according to their particular 
type of business; capitalization, margin of 
safety, for their securities, variability of busi- 
ness and earnings, character of management, 
susceptibility to economic changes, etc. 

XXIX. Reorcanization — Conditions that 
lead ‘up. to it; methods pursued in accomplish- 
ing it both with and without receivership; a 
time of test for the relative position of various 
securities; what has happened to bondholders 
and stockholders in notable cases; position of 
the railroads and industrials now in process of 
reorganization. 

XXX. Price Movements—Economic fac- 
tors that go to make the price changes in the 
bond and stock markets; degree to which the 
same factors affects either security; special 
factors that cause changes in prices; the 
swings of bond prices; the swings of stock 
eye’ ; when the investor should buy and when 
to sell. 









How To Forecast Business 
And Investment Conditions 


By Frank Crowell 


Here is a book in: which a successful 
man of thirty years’ experience explains 
in simple, straightforward language the 
principles and methods by which he suc- 
ceeded in business and in investment. 


For the man of moderate capital, it is in- 
valuable; and no investor who wishes 
to understand the effect of present con- 
ditions on future business should be 
without it. 

It analyzes by year the period from 
one great business panic to the next, 
showing not only the plain indications 
that forecast the future conditions of 
business and investuients, but also the 
causes underneath these i 


| While present edition lasts—$1.06 - 
paid—eubstantially bound in pA me 
ic 


l| Why not order YOUR COPY today? 



















PETROLEUM AGE 


The financial organ 
of the Oil Industry. 








A complete monthly re- 
view of events through- 
out the world bearing 
upon the market position 
of oil securities. 





Subscription $3 a year 


General Service Publishing Co., Inc. 
52 Wall Street NEW YORK 





























THE MAGAZINE OF WALL STREET. 




















Pittsburgh Bond Issues Are 
Always Bought By 
Pittsburghers 


Pittsburghers buy their own offerings, finance their 
own industrials, and are the biggest investors in the 
country in outside industrials. 


The stockholders’ lists of any big corporation will be 
a convincing evidence of the power of Pittsburgh people 
to invest. 


And if the list of stockholders was to be compared with 
the circulation books of 


THE PITTSBURGH POST 


it would be found that THE PEOPLE WHO CAN 
AFFORD TO INVEST IN STOCKS AND BONDS 
ARE THE PEOPLE WHO READ THE POST. 


There is no better medium published anywhere for 
financial advertisers than this big newspaper. 


Proof is easy. Ask any Pittsburgh banker or broker. 
Better still—try it, and let our Service Bureau co 
operate with you in the marketing of your offering. 


Che Pittsburgh Post 


CONE, LORENZEN & WOODMAN 
Foreign Advertising Representatives 
New York Kansas City Chicago 
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Volume XIII, containing numbers 
from Nov., 1913, to April, 1914, now 
ready for delivery, also Volumes III 
and VII to XII inclusive. Follow- 
ing is a partial list of contributors to 
these volumes: 


Byron W. Holt 

H. Parker Willis 
Richard D. Wyckoff 
Roger W. Babson 

G. C. Selden 

Frank H. Tubbs 
Frederick Lownhaupt 
Henry Hall 
Lawrence Chamberlain 
Gardiner S. Dresser 
H. G. Niedermeyer 
Frank Crowell 

John E. Gardin 
Arthur Prill 

E. D. Pouch 

M. L. Hayward 

H. M. Eckhardt 
John M. Oskison. 


OF WALL STREET. 


A Reference Library 


of Investment and Finance 


The bound volumes of The 
Magazine of Wall Street are 
the most valued books in many 
investor’s libraries. 

As reference books these vol- 
umes form an_ encyclopedia 
of investment information, 
which will open to you the mys- 
teries of successful investors’ 
plans, tell you their methods of 
investing and operating in the 
stock market, and give money- 
making suggestions for in- 
vestors and for traders, and 
many other points about the 
market that will help you along 
to profits and save you from 
losses. 

Each volume contains six 
numbers of this magazine, 
carefully indexed to give you 
ready access to contents, and 
is substantially bound in green 
ornamental cloth lettered in 
gold. 

Price, $1.67 each, postpaid. 

Do you desire further infor- 
mation on any particular phase 
of the investment situation? 
If so, just mention it to us and 
we will tell you in which vol- 
ume or other book you can find 
the most satisfactory explana- 
tion of the points in question. 


The service is FREE to you 
and obligates you in no way. 
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